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PREFACE 


The increasing interest in the work of trust departments of 
banks and trust companies, and the importance of that work, 
have seemed to the author to call for a book dealing with this 
subject. There are several excellent works on the subject of 
banking, and on the general subject of trust companies, but no 
book has yet been published devoted to the trust department 
alone. 

During recent years there has appeared a considerable amount 
of current literature in the form of addresses at bankers’ conven- 
tions and articles in banking periodicals which deal with various 
phases of the work of trust departments. Many of these con- 
tain valuable data, and the author has undertaken to classify 
and digest them and to include their essential features in his 
treatment of the various topics. 

It has been the author’s aim to make this a practical and 
reliable book on the subject, useful to the general reader and the 
student beginner, and also of value as a handbook for trust 
officers and experienced workers in trust departments. To this 
end data regarding forms and such subjects as fees and other 
statistical matters have been included. Every effort has been 
made to insure accuracy in the text, most of which has been 
subjected to the careful scrutiny of experienced specialists. 

In the preparation of the book it has been necessary to seek 
information and advice from a large number of trust department 
officers, public officials and others. In this the author has met 
with uniformly courteous treatment, which he gratefully acknowl- 
edges. He also wishes to acknowledge his indebtedness to the 
authors of articles and books mentioned in the “Suggestions for 
Reading”’ throughout the book, material from which has been 
freely used. 

The author expresses his gratitude to many individuals who 
have given valuable information, help and suggestions. Par- 
ticular mention should be made of the following gentlemen, each 
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of whom read the manuscript for one or more chapters:—William 
H. A. Johnson, Assistant Secretary The Continental and Com- 
mercial Trust and Savings Bank, Chicago; George B. Luhman, 
Trust Officer The First Wisconsin Trust Company, Milwaukee; 
Leroy A. Mershon, Deputy Manager The American Bankers’ 
Association, New York; Frank J. Parsons, Vice President The 
United States Mortgage and Trust Company, New York; Frank 
M. Totton, Trust Officer The Chase National Bank, New York; 
Earl I. Vaughan, Auditor Trust Department The Fidelity 
National Bank and Trust Company, Kansas City; Frederick 
Vierling, Vice President The Mississippi Valley Trust Company, 
St. Louis; Arthur F. Young, Vice President The Guardian Trust 
Company, Cleveland. 

In addition to acknowledgements made in the text of the book, 
special mention is due to William H. A. Johnson for his contribu- 
tion of the subject matter on pages 44-47; to Arthur F. 
Young for his contribution of the subject matter on pages 306— 
313; to the Bankers Trust Company for the use of its forms and 
descriptive matter which constitute all of chapter VII; to 
Edward P. Vollertsen, who contributed all of chapter VIII; 
to David A. Householder, E. M. Peterson and W. E. Walker, 
whose writings constitute chapter IX; and to The United 
States Mortgage and Trust Company, for the use of statistics 
from its “Trust Companies of The United States.”’ 

Acknowledgement is made in the text of the book, and should 
be repeated here, to the writers from whom quotations have 
been made, and to the companies and associations whose reports 
have been reproduced in the appendices. 

The author also wishes to express his thanks for help given 
by Lyman H. Allen, Assistant Trust Officer The Boston Safe 
Deposit and Trust Company, Boston; Miss Alta B. Claflin, 
Librarian The Federal Reserve Bank of Cleveland; Jacob C. 
Klinck, Trust Officer The Chatham Phenix National Bank and 
Trust Company, New York; R. G. Page, Secretary The Bankers 
Trust Company, New York; L. H. Roseberry, Vice President 
The Security Trust and Savings Bank, Los Angeles; Edward 
L. Swett, Assistant Trust Officer The Old Colony Trust Com- 
pany, Boston; and Henry F. Whitney, Trust Officer The Empire 
Trust Company, New York. 


PREFACE vii 


Conscious of possible imperfections in the book, the author 
invites criticism. He hopes, however, that this work will be of 
some service in promoting a better understanding of the trust 
department, which he believes to be an increasingly important 
element in our economic structure. 


Ciay Herrick. 
CLEVELAND, OHIO. 
October, 1925. 


\ 


1 


J 






ey pid ™ CST ee 1 ae a 

uy abe dr BS eT a egos ee" eee ae 

~~ eat Ti saint =F Wee ath eo ant Age is , 
i ees Ge «> eee 

P ithe Ls « a i i 


i 
7 , 


, eT 


Pg? Wi fe ~ yn 


= Ti 


CONTENTS 


PREFACE. . 
CuHap. 


I. 


Il. 


Ill. 


IV. 


VI. 


VIL. 


THe GrowTH oF THE ‘‘CoRPORATE TRUSTEE”’ IDEA. 

A modern development—Development of the trust company in 
America—National banks as fiduciaries—State banks as fidu- 
ciaries—Recapitulation—Future of the corporate trustee—The 
corporate trustee in other countries—Suggestions for reading. 


FuncTIONS oF THE TrRUsT DEPARTMENT. 
Court trusts—Trusts under private gieecmaarit “Corpornte 
trusts—Services for societies—Suggestions for reading. 


SUPERIORITY OF THE CoRPORATE Fipuciary. ; 

Record of the trust fobs Seiten ney A onrcadbality 
— Efficiency — Equipment — Resources — Familiarity with in- 
vestments— Economy— Competent and accurate records 
—Impartiality — Responsibility and safety — Conclusion — 
Suggestions for reading. 


PROCEDURE TO QUALIFY AS FIDUCIARY . . . 

Wisdom of the step—Trust powers for ational: ae 
Relation to state laws and courts—Procedure to obtain permit 
—Regulations—Trust powers for state institutions—Pro- 
cedure in New York—State laws. 


. PERSONNEL AND ORGANIZATION. 


The trust officer—The trust committee—Education of 
employees—Internal organization—Purpose—Divisions of 
department—Natural  divisions—Chart—Explanation of 
Chart—Suggestions for reading. 


Trust AccouNTING. 

Clearness and accuracy—The ‘accountant—Corpus and 3 income 
—Loose-leaf records—Labor-saving devices—Danger of over- 
sight—Access to  securities—Audit—Accounting system— 
Suggestions for reading. 


Forms AND Recorps or A Larce Trust DeraARTMENT 

Trust department records of Bankers Trust Company—Cor- 

porate division—Personal division—Customers’ securities 

division—General—Filing—Audit and vault control—Cor- 
ix 


PAGB 


12 


18 


29 


37 


50 


CuHap. 


WEEE 


IX. 


X. 


XI. 


XII. 


XIII. 


XIV, 


CONTENTS 


PAGE 
porate agency department—Reorganization division—Tra nsfer 


division—Registration division—Coupon division—New or 
supplemental records. 


ForMs AND RecorpDs oF A Trust DEPARTMENT OF MEDIUM 
SIZ oes te ae 4. 2 oe oes 
Fiduciary ap coteitiig: = Paemntnan or errs division— Cor- 
porate trust division—Records. 


Forms AND ReEcorpDs oF A SMALL TrRusT DEPARTMENT . . 159 
A modern system for keeping trust department records—A 
simple trust accounting plan for the average bank. 


AUDIT AND CONTROL... . ; 
Audit system—Accounting sy ten =Audit oe indie seat 

or estate—Examination of securities—Verification of income 
—Disbursements—A pportionment—Statements—Distribution 

of estate—The safeguarding of securities—Actual systems 
used—Audit of corporate trusts—Balance sheet audit—Sug- 
gestions for reading. 


EXECUTOR—ADMINISTRATOR ... . . 194 
Executor—Probate of Weill Aare leege ee ise ee 
tory—Claims against estate—Allowance of claims—Sale of 
assets— Payment of claims— Taxes— Distribution—Final 
accounting—Administrator—Foreign and ancillary adminis- 
tration—Table showing status of foreign executors and testa- 
mentary trustees—Suggestions for reading. 


OTHER Court TRUSTS. .. . . 203 
Testamentary trusts—Duties of iristee Sete = minors— 
Guardian of estate—Guardian of person—Estates of incom- 
petents. 


Weis: . . 209 
Hesenne whys Ww ae ahauld be “made Saal ee in 


writing wills—Testing willsk—Rules—Common mistakes—Sug- 
gestions for reading. 


TRUSTEE UNDER PRIVATE AGREEMENT ... . . 218 
Living trusts—Parties—Terms of agreem ent-_—Paeeeeeae 
Drawing the agreement—Life insurance trusts—Need for such 
trusts—Policies payable in annuities—Limitations of insurance 
—Flexibility of insurance trust—Other advantages—Relations 

of fiduciaries and insurance companies—Classes of insurance 
trusts—The trust agreement—Suggestions for reading. 


. AGENCIES. ... . 236 


Management of tent peonerty late of speutities =) or - oftene 
than individuals—Suggestions for reading. 


CONTENTS xi 


Cuap. PAGE 
XVI. Transrer AGENT—REGISTRAR ... . oo. 2 oes 
Transfer nk —_Aannintniont—Acesptance of aneid i Gatent 
—Records—Procedure—Transfers—Identity of transferor— 
Right to transfer—Fiduciaries—Stop transfers—List of 
stock-holders—Liability of transfer agent—Uniformity— 
Registrar—Appointment—Duties—Suggestions for reading. 


XVII. Truster uNDER Bonp Issuzs. . . . PN hs ee 
Acceptance of trust—Deed of betet 2 edteetion a trustee— 
Duties of trustee—Maturity—Suggestions for reading. 


XVIII. Orner Services FOR CORPORATIONS. . . 276 
Fiscal agent—Coupons—Interest on vesistared bends —Pay- 
ment of bonds—Payment of dividends—Secretary-treasurer— 
Depositary—Reorganizations—Voting trusts—Escrows—Sun- 
dry agencies—Suggestions for reading. 


XIX. Community Trusts. . . . 285 
Past experience—Rapid Shanaee THs eben “The com- 
munity trust—The Cleveland Foundation—Growth of idea— 
New York—Activities—Advantages—Effect upon trustees— 
Suggestions for reading. 


XX. Trust INVESTMENTS. .. . . 297 
Differences in trusts—Some eesaral rules—Statutes domaine 
investmen 
principles—Follow sired taticitbst Sta ttataeh department— 
Process of a new trust—Layout of trust investments—Con- 
tinuous analysis—Suggestions for reading. 





XXI. Fees anp CHARGEs. . . . 315 
Siiortarice—Standardisation—Schodule of toast company 
charges—Trustee under corporate bond issue—Holding title to. 
real estate—Holding title to collateral—Registrar of stock 
—Transfer agent—Registrar of bonds—Voluntary (living) 
trusts— Court trusts— Agencies — Miscellaneous — Notes — 
Executor or administrator—Suggestions for reading. 


APPENDIX 
A. Form or a Livinag Trust AGREEMENT ........... 337 
B. Forms or Insurance Trust AGREBMENTS ....... . 340 
C. Ruues ror Detivery, New York Stock Excuance . . . 345 


Deliveries—‘‘ Rights’’—Reclamations—Signatures to assign- 
ments and due-bills—Assignments and notarial acknowledge- 
ments—Rules for dealing ‘‘and interest’’—Forms of assign- 
ment, power, acknowledgements. 


D. Untrorm Stock Transfer LAw............ =. 358 


xli 


APPENDIX 


E. 
nS 


G. 


CONTENTS 


List or Community TRUSTS AND FOUNDATIONS . 


ScHEDULE OF FreEs, Trust Company SECTION, CALIFORNIA 
BANKERS acoeenan: 

Holding title to real catnie Cane: Pageta = Voleniaee ‘Game 
trust—Trustee under bond issue—Holding title to collateral— 
Registrar of bonds—Registrar of stock—Transfer agent— 
Agencies—Miscellaneous—Notes. 


ScHEDULE oF FEES, CorporaTE Fripuctaries’ ASSOCIATION 
or New York City . 3 a le* "eke eo We 
Customer’s securities depht iment Seah ee aan accounts— 
Corporate trusts—Corporate agencies—Transfer agent—Stock- 
holders’ lists—Registrar—Dividend-disbursing agent—Special 
work—Transfer agent, bonds—Payment of coupons and regis- 
tered interest. 


. Status or Trust Companies AS TO HanpDLING FIDUCIARY 


Business IN OTHER States (Committee Report) . 
States which admit foreign fiduciaries—Where reciprocal provi- 
sions obtain—States which prohibit—Status of National banks 
as fiduciaries—A permanent central bureau of information— 
List of states, with data regarding provisions in each. 


BIsLioGRAPHY. 
Supsect INDEX. 


INDEX OF Forms . 


PAGE 


. 364 


370 


. 380 


. 386 


. 412 


. 419 


. 433 


TRUST DEPARTMENTS IN 
BANKS AND TRUST COMPANIES 


CHAPTER I 
THE GROWTH OF THE “CORPORATE TRUSTEE” IDEA 


There is evidence that fiduciary relations between men were 
known in ancient times. The Old Testament scriptures mention 
bequests of father to son. Wills were known in ancient Egypt. 
The Roman Emperor Augustus initiated legislation with refer- 
ence to fidei commissa, or property held in trust. But in law 
the rights of the various parties in fiduciary transactions have 
not until modern times been well protected. The making and 
the execution of wills were at one time forbidden in England. 
The need of legislation and judicial decision on the subject made 
itself felt early in the modern historical period, however; and the 
development of the law of trusts and trustees dates back five or 
six centuries in English history. 

Notwithstanding the legal difficulties, it is apparent that for 
thousands of years men have found it necessary at times to dele- 
gate or entrust to other men the conduct of their affairs and the 
custody or management of their property. Often the need was 
for an agent only, who, under general directions from the owner, 
administered a particular property or business committed to his 
care. Sometimes it was necessary to appoint a trustee with full 
power to administer and to use his own discretion, either in full or 
within certain prescribed limits. And always the time comes for 
each man when, after death, his property must be administered 
by others, either persons of his own choosing or the State itself. 

An agent is selected according to the nature and the amount of 
responsibility to be placed upon him, and in many cases the 
matter requires careful consideration. But in all cases the selec- 

1 See Harris, “Ancient, Curious and Famous Wills,’’ Introduction, and 


Perry, “ The Law of Trusts and Trustees,’’ chap. 1. 
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tion of a trustee is a matter of importance, for the duties of a 
trustee involve the exercise of judgment and discretion and 
require a high degree of character and intelligence. For this 
reason men have usually found it difficult to locate just the right 
man for such a task—one whose ability and character stamp him 
as qualified, and whose available time, strength and freedom from 
other engrossing duties permit him to undertake the added burden. 


THE CORPORATE TRUSTEE A MODERN DEVELOPMENT 


Generally speaking, however, until very recent times men have 
had no alternative but to select the most available man in each 
case, and to place upon him the responsibility, as trustee, of 
looking after the interests of others.!. Not until the modern 
corporation began to be pretty well developed and its character- 
istics somewhat understood by the average business man did the 
civilized world have access to the services of a trustee not subject 
to the limitations of the individual. How great are the advan- 
tages of the corporate as distinguished from the individual trustee 
people are only beginning to appreciate, although the year 1922 
marked the one hundredth anniversary of the establishment of 
the first corporate trustee in America. 

It is a fundamental principle of corporation law that the 
corporation, being an ‘‘artificial person”’ and a creature of the 
State, has no powers other than those which have been specifi- 
cally or impliedly granted to it by the State. In the earlier years 
of the development of corporations it was held that they could 
not be given the right to act as trustees. The idea that they 
could and should be given such right began to make headway in 
the United States early in the nineteenth century. The develop- 
ment and the application of the idea have been, until within the 
last ten years, associated with the growth of trust companies. 


DEVELOPMENT OF THE TRUST COMPANY IN AMERICA 


On April 17, 1822, the legislature of the state of New York 
granted to the Farmers’ Fire Insurance and Loan Company (now 

1 Some partial exceptions to this rule may be noted, as in the exercise of 
trusteeships, mainly relating to state affairs, by the early banks of Florence, 
Genoa and Amsterdam; and in the administration of trusts by firms of 
barristers in England, where the firm rather than its individual members 
acted as trustees. 
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the Farmers’ Loan and Trust Company of New York) the power 
to hold either real or personal property in trust, and to assume, 
perform and execute any trust created by deed or devise, “‘in the 
same manner and to the same extent as trustee or trustees might 
or could lawfully do, and no further.’”’ This was the first bestowal 
of such powers upon any corporation in the United States, and it 
marked the beginning of the development of trust companies, 
which until recent years were the only corporations authorized to 
perform trust functions. Eight years later, in 1830, similar 
powers were granted to the New York Life Insurance and Trust 
Company. In 1836 the legislature of the state of Pennsylvania 
granted trust powers to two corporations in Philadelphia—the 
Pennsylvania Company for Insurance on Lives and Granting 
Annuities, which had begun business in 1812, and the Girard Life 
Insurance, Annuity and Trust Company (now the Girard Trust 
Company). As is indicated by the names of these four pioneer 
companies, the trust business was at first closely associated 
with the insurance business. 

These companies, all of which are still in existence, began at 
once the performance of the trust powersauthorized. The organi- 
zation of similar companies did not spread rapidly, however. 
When the first report of the Comptroller of the Currency was 
issued, in 1875, thirty-five trust companies were reported, of 
which twelve were in New York, ten in Connecticut, seven in 
Pennsylvania, five in Massachusetts and one in Rhode Island. 
In the first half century of their development trust companies 
showed a very moderate growth in number and resources, and 
their growth was confined almost entirely to the states named, 
although a very few had been established further west. 

During the last quarter of the nineteenth century, and particu- 
larly after about 1890, the growth was much more rapid, and 
it was marked by the spread of trust companies to most of the 
large cities of the country. In 1900 there were over five hundred 
companies, with deposits of well over one billion dollars. ' 

The most impressive growth of trust companies, however, has 
come since the year 1900. The Comptroller of the Currency 

1 For a more detailed sketch of the growth of trust companies, see Her- 


rick, “Trust Companies, Their Organization, Growth and Management,” 
chap. I. 
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reports as of June 30, 1924, 1,664 “loan and trust companies,” with 
aggregate resources of $10,323,777,000. As trust companies 
are state institutions, the Comptroller has no authority to 
compel reports from them and his figures are therefore not com- 
plete. The following table, taken from ‘‘Trust Companies of 
the United States,’’ an annual publication by the United States 
Mortgage and Trust Company of New York, gives complete 
figures of trust companies as of June 30, 1924. 


Trust CoMPANIES IN THE UNITED STATES, JUNE 30, 1924 





ae 7 : ae 
of com- . eposits an ue 
madi Capital stock to Banka Total assets 
reporting 
Als bamy.co. soca dae oe 40 $ 5,206,600 | $ 55,068,951 | $ 66, 257,313 
ATIZODS | hc ces ore ne 10 726,400 8,885,074 10,741.069 
Arkansas) 3.)2 oss one 47 5,818,500 49,341,446 61,799,206 
California. eee 33 77,575,000 1, 245,251,191 1,399 424,535 
Colorado yt. oetes 16 2,240,000 33,797,198 38, 570, 503 
Connecticut.......... 82 15,813,000 220 ,668 , 247 259,499,209 
Delawares5..0 cess 18 6,061,590 47,082,497 59,311,758 
District of Columbia... 7 11,400,000 67,900,860 89,524,336 
Hloridaucnteeere eee 41 9,150,000 103,881,548 121,360,299 
Georrinesess ate asee 28 8,160,970 31,817,772 52,814,712 
HAwalls.. soa cotsao we: 10 3,930,840 4,416,221 10,801,695 
tdsholsse see eee az 535,000 7,831,948 8,899,341 
Dbhnois:..5 sf2 secs 143 91,904,050 1,318,720,386 1,576, 250,072 
Ingiayia Foo -A eae Sus ee 170 22,302,700 212,211,058 267,526,519 
TOWS Ae eee ee 95 8,345,000 80,982,473 105,261,759 
KANKAR SE eae eee 16 2,150,000 7,161,327 13,222,917 
Kentucky oo cce eee 68 10,686,100 69,984,262 98,888,517 
ouisian der eye 56 17,670,000 245,000,142 293,783,666 
Maine eee aero 53 5,415,400 120,314,661 140,858,810 
Maryland: Yo 5.2002 2s. 29 15,916,350 181,780,919 228,178,971 
Massachusetts........ 95 35,100,000 656,510,773 758,873,587 
Michigan’ n-ne. oe < 12 8,550,000 33,931,663 73,392,731 
Minnesota2-2220-. 42> 30 6,685,000 46,396,833 66,680, 007 
Mississippi. comes o ae 42 32 2,605,000 29,354,320 36,111,544 
Missouri’; .sc.5s ce ece-e 114 36,341,100 341,531,533 427 , 227,239 
Montana terton te 14 2,200,000 25,882,769 29,408,787 
Nebrasktcrt or cesses oe 25 3,400,700 19,958,984 ss 173,164 
Nevada ne ce sate 3 320/000 5,309,955 5,848,834 
New Hampshire....... 14 1,005,000 21,344,407 24) 607 ,094 
New Jersey wcccon.. os 154 44,034,200 715,177,820 827,799,592 
New Mexico.......... 3 475,000 2,232,084 21951395 
Wewsy Orkin et ccs ont et 93 202,025,000 3,757 ,071,464 4,397,196,359 
North Carolina....... 106 12,678,484 123,835,038 159,564,731 
North Dakota........ 4 400 ,000 1, 255,510: 1,985,835 
Oho. hoe ene 82 77,502,700 1,132,026,614 1,311, 226,724 
Okighenmae-cseocor ee. 9 1,635,000 3,753,545 7,062,282 
Oreron tis hott oie 10 2,550,000 8,713,455 12,456 , 586 
Pennsylvania......... 398 140,783,371 1,532,432,453 2,021,712,794 
Rhode Island......... fp 9,102,275 213,113,376 247 ,090, 284 
South Carolina........ 20 1,705,000 14,132,678 17,758,548 
South Dakota......... 7 395,000 5,389,442 6,025,354 | 
ORNGEESEO «cs a sche 107 14,418,013 124,285,779 152,009 , 243 
Mpeiia Ako acles vee 73 11,850;000 69/579.531 91,355,176 | 
MESES te Seep 19 4,816,501 54,780,886 73,478,094 
WEFINONG icc é.cuales see 40 2,666,000 67,736,586 78,070; 191 
Virginia. Se Eee 41 14,319,272 58,190,378 97,280,512 } 
Washington. Be crats sade 20 4,085,000 26,547,083 46,007,348 
West Virginia......... 36 8,857,800 71,098,720 90,992,489 | 
Wisconsin Sarre renee 15 2,460,000 11,394, 864 16,753,588 
WiyOmInige. kocee ckior 5 225,000 4,081,252 4,426,959 


PRO GHIS Wer dat aie a ecain'e as 2,562 $974,197,916 | $13,289,148,679 | $16,025,502, 276 
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The above figures regarding trust companies refer only to their 
own assets and liabilities. They give no information, except by 
inference, as to the amount of trust funds held or the extent of the 
fiduciary business transacted. No figures regarding these items 
are required in the official reports of trust companies, except in 
Pennsylvania and Massachusetts. Under present conditions 
only the roughest kind of estimates can be made as to the amount 
of funds and property held in trust capacities by trust companies. 
Estimates made by competent men during the last few years have 
placed the amount at slightly less than the aggregate resources of 
the trust companies themselves. If these are correct, the present 
value of trust property held by trust companies is approximately 
sixteen billion dollars. These figures have no reference to the 
value of securities for which trust companies act in such capacities 
as trustees under bond issues, transfer agents or registrars for 
stock and so forth. 


NATIONAL BANKS AS FIDUCIARIES 


With the passage of the Federal Reserve Act in 1913 the 
way was opened for National banks to obtain authority to act 
in fiduciary capacities. Subdivision k of Section 11 of that act, 
with subsequent amendments, authorizes the Federal Reserve 
Board to grant to National banks, upon their application, certain 
enumerated trust powers, either in whole or in part. The intent 
of the act is clearly to place within the reach of National banks 
exactly the same trust powers which are available to trust com- 
panies in the several states.! 

This section of the Federal Reserve Act was for several years 
the object of determined opposition, mainly upon the part of 
trust companies, who felt that their peculiar field was being 
invaded, and upon the part of advocates of ‘‘states’ rights,” 
who believed that this section of the act was another infringement 
by the Federal government upon the rights of the states. A num- 
ber of suits were instituted in various states, and several decisions 
of lower courts were adverse to the right of National banks to 
exercise fiduciary powers, and declared this section of the Federal 
Reserve Act unconstitutional. The litigation reached the 
Supreme Court of the United States, which on June 11, 1917, 

1 See chap. IV. : 
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handed down its decision! that the section was constitutional 
and that National banks duly authorized by the Federal Reserve 
Board were within their rights in transacting trust business. 
The decision, however, recognized the rights of the states as to 
regulatory laws and their interpretation by statecourts. These 
rights have been sustained by the courts in more recent litigation. 

Section k was amended in 1918 in a way which facilitated 
its operation, and since that time the National banks have been 
availing themselves of its privileges in considerable numbers. 
Up to June 21, 1924, 1,800 National banks had been granted the 
right to exercise some or all of the fiduciary powers authorized 
under the act. The following table shows the distribution of 
these banks by states and territories. 


NuMBER OF NATIONAL BANKS AUTHORIZED TO PERFORM Trust FUNCTIONS 
up To JUNE 21, 1924 


Alabama............-. 18 Louisiana....:.. 6 Oldahbomaeres 28 
Alaska ........0..2.0. Tf Mame: 72772.) “16 Oreeoeeee eee 18 
ANIZONG 00565255 454. 3 Maryind oes see 17 Pennsylvania... 198 
IAPROMSASS 4. Pc ase.c, sane 20 Massachusetts... 77 Rhode Island... y 
California............ 26 Michigan....... 32 South Carolina. 15 
Colorado............. 46 Minnesota...... 40 South Dakota.. 16 
Connecticut.......... 33 Mississippi...... 13 Tennessee...... 17 
Delaware -caacone oe - 8 Missourt......<:..; 37) Dexaseeeeeeee 66 
District of Columbia... 10 Montana....... 21 Utah. 2S 2 
Blorida.........,;... 21 Nebraska....... “If VWeratemueeesee 16 
GEO... sees... s.<.t 1s Nevadass-os 2 Virginia ee 51 
UATE! So. 8. He 1 New Hampshire. 20 Washington.... 39 
MAORI ae ie kere rs 7 New Jersey..... 104 West Virginia.. 25 
UEENSE he eas. fe Nt 96 New Mexico.... 12 Wisconsin...... 42 
TOUATT SEK cio 2 oso DO Se NCW AY OL Kes ore 165 Wyoming...... 24 
Waar eees eer cis 86 North Carolina... 19 — 
Kansas s............. 28 North Dakota... 150) Dotaleeeee 1,800 
empmeney 3.) 4..4.... 46° Olio... ..2 2.488 61 


Of these banks a considerable number applied for authority to 
perform only a part of the functions enumerated in the act, and 
forty applied only for the right to act as registrar of stocks and 
bonds. The majority, however, applied for and received authority 
to perform all the trust functions, which under the act are as 


1 In the case of the First National Bank of Bay City, Michigan vs. Fellows 
on the Relation of Union Trust Company, 244 U. S. 416. 
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extensive as those permitted to trust companies under the laws 
of the state in which the bank is located. 

A comparison of this table with the preceding table shows that 
in June, 1924, there were sixteen states in which the number of 
National banks having trust powers exceeded the number of 
trust companies. These included states like Michigan, in which 
the state laws have closely restricted the banking operations of 
trust companies, and also states like New York, in which trust 
companies have not been so restricted. 


STATE BANKS AS FIDUCIARIES 


Prior to the enactment of the Federal Reserve Act state banks 
in several states had been given the right, upon meeting certain 
requirements, of performing trust functions. There had also 
been a tendency in state legislation, since the beginning of the 
present century, to authorize the incorporation of state institu- 
tions with combined banking, savings banking, trust and safe- 
deposit functions. Shortly after the Federal Reserve Act made 
trust functions available to National banks, the movement spread 
in many states to amend the laws so as to make trust functions 
available to state banks. This movement still continues. 


RECAPITULATION 


It has been noted that the practical application of the idea of 
the corporate trustee began with the first grant of fiduciary 
powers to a trust company in 1822. The rate of growth of the 
idea, as indicated by the number of trust companies organized, 
was only moderate for half a century or more. It increased 
materially during the last quarter of the nineteenth century, and 
has been very rapid since the beginning of the twentieth century. 
The growth of trust companies alone is indicated by the fact that 
there are in the United States today nearly 2,600 trust companies, 
scattered throughout all the states, with aggregate resources of 
over sixteen billion dollars, in charge of trust funds whose exact 
total is not known but is conservatively estimated as at least 
equal to the resources of the trust companies themselves. In 
addition, trust companies are acting as trustees, as transfer 
agents and in other fiduciary or agency capacities with reference 
to securities of a par value of many billions of dollars. 
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With the enactment of the Federal Reserve Act in 1913, the 
power to act as corporate fiduciary was conferred upon National 
banks. In June, 1924, 1,800 National banks had availed them- 
selves of the privilege, and these banks represented every state 
and territory in the nation. 

Including both trust companies and National banks, the num- 
ber of corporate trustees in the country in June, 1924, was about 
4,400, as compared with about 500 in the year 1900—an increase 
in twenty-four years of nearly 800 per cent. 

Coincident with the extension of trust powers to National 
banks, a movement was in progress in many states to make trust 
powers available to state banks. This tendency continues, and 
at the present time state banks in many states have the right to 
accept and execute trusts. 

As matters now stand, most of the incorporated banking insti- 
tutions of the country have it in their power to acquire trust 
powers if they can qualify under the laws, while the tendency is 
manifestly toward making trust powers available to all classes 
of incorporated banks in all of the states. 


FUTURE OF THE CORPORATE TRUSTEE 


The rapid growth in the number and resources of trust com- 
panies in recent years, the extension of the right to undertake 
trust business to other banks and the rapidity with which the 
other banks have availed themselves of the right seem to furnish 
ample evidence that the public is fast learning the advantages 
offered by the corporate trustee. This growing confidence of 
the public is doubtless based in part upon a priori reasoning as 
to the superiority of the corporate over the individual trustee. 
But it is reasonable to assume that it is also based in part upon 
the splendid record in efficiency and safety in the administration 
of trusts which the trust companies have maintained fora century. 

The question has been raised in some quarters as to whether 
the extension to banks of the right to undertake trust functions 
threatens to lower in any way the high standards which the trust 
companies as a class have established. The question is quite 
proper, for a lowering of the standard would not only be detri- 
mental to the interests of all corporate trustees, but—what is of 
even more importance—would also be detrimental to the public 
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welfare by retarding the growth of an institution which has 
become a necessity in our complex civilization. 

The answer to the question seems to depend upon two factors: 
the care and intelligence with which legislators, both National 
and state, maintain the standard in laws providing for the regula- 
tion and supervision of corporate trustees; and the care and 
intelligence with which banks starting trust departments equip 
themselves with capable men to manage the new department. 

The legislation thus far enacted does not appear to threaten a 
lowering of standards. National banks which undertake trust 
functions must conform to all the requirements to which trust 
companies in the states in which they are located must conform. 
Those states which have granted trust functions to state banks 
have surrounded the exercise of such functions with the same 
requirements to which trust companies in those states must sub- 
mit. It is to be hoped that the bankers’ associations, both 
national and state, will not relax the efforts which they have 
made in the past to keep the banking laws—and the laws with 
reference to the corporate trustee—up to the highest possible 
level. 

With reference to the installation of capable men to manage 
the trust departments of banks organizing such a department 
for the first time, it should be said that in the great majority 
of cases this will be done as a matter of course. There is no 
inherent reason, for example, why it should be expected that the 
large banks in the large cities would use less care and good judg- 
ment in the equipment of trust departments than the trust 
companies in the same cities have shown. The small bank in the 
small town may reasonably be expected to equip itself in about 
the same way for trust business as the trust company in the same 
town. 

Yet a word of caution in this matter may not be out of place. 
The work of the trust department is a specialty whose proper 
performance requires the services of men who have had experience 
in such work. It involves problems quite different from those of 
the banking department—different in legal problems, in financial 
problems, in personal problems. The man who has been a 
successful officer in the banking department may or may not 
become a successful officer in the trust department. There he 
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will find new problems, new considerations, new points of contact. 
Great care should therefore be exercised as to both personnel and 
equipment in the establishment of a trust department. Such 
a step is a representation to the public that the bank is prepared 
to handle trust business with faithfulness, skill and efficiency. 
As a matter both of law and of good morals, it must back up that 
representation in its performance. 


THE CORPORATE TRUSTEE IN OTHER COUNTRIES 


Outside of the United States, the earliest and the greatest 
development of the corporate trustee has been made in British 
colonies. A ‘Trustee and Executor Company” was established 
in Cape Colony, South Africa, in 1832. There was established 
in New Zealand in 1872 the Public Trust Office, a department 
of government service which undertakes the administration of 
trusts. In Australia the first ‘‘Trustee Company” was estab- 
lished in 1878 and since then about twenty of these companies 
have been organized and have proved very successful. They 
differ from the American trust company in that they transact 
trust business only, undertaking no banking functions. In 
Canada the trust company movement began with the organiza- 
tion of the first company in 1882, and has made good progress, 
Canada now having nearly fifty trust companies with numerous 
branches. The Canadian trust companies, as to their powers, 
occupy a position intermediate between the trustee companies of 
Australia and those of the United States. 

A few corporations to undertake trust business were established 
in England in 1887-1888, and some years later certain insurance 
companies began the exercise of trust powers. A few of the 
banks entered into the field early in the present century. In 
1908 the Public Trust Office began business in London, and it 
has since grown to large proportions. Events of the last decade 
have promoted the growth of trust business, most of the large 
banks of London now exercise trust functions, and the corporate 
trustee idea seems destined to make progress in England. 

There are trust companies in Cuba and Porto Rico, probably 
due to American influence. In 1902 there was established under 
government auspices in Japan a banking institution whose powers 
included those of the American trust company. Attempts have 
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been made to organize trust companies in Mexico and in South 
American countries. On the continent of Europe the idea has 
hardly begun to take hold, such progress as has been made being 
confined to certain limited services for corporations. 
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CHAPTER II 
FUNCTIONS OF THE TRUST DEPARTMENT 


In any bank or trust company the functions actually exercised 
by the trust department will depend upon the business available 
and upon the institution’s choice of the business which it cares 
to undertake. In large institutions it may depend also upon the 
classification of the company’s departments, since some com- 
panies assign to the trust department practically all of the func- 
tions mentioned in this chapter, while others distribute these 
duties among several departments.! In this chapter it is pro- 
posed to discuss in a general way the functions which may be 
exercised by the trust department of a large institution which 
accepts trusts of all descriptions.’ 

From the viewpoint of the trustee, a trust may be defined 
as an estate held for the benefit of another. More technically, 
it is an arrangement under which one party, the trustee, holds the 
legal title to property, while the equitable title,—the beneficial 
ownership,—is held by another. A trustee is a person or corpora- 
tion who holds a trust, that is, who holds the legal title to prop- 
erty which belongs to another and which is to be administered 
and accounted for for the benefit of another. The person for 
whose benefit the trust is held is called the cestui que trust. It 
should be noted that in the wider meaning of the word ‘‘trustee”’ 
—the meaning usually given by the dictionaries—any person 
who holds property in trust for another is a trustee. In practice, 
certain kinds of trusteeship have been given specific names, and 
the word “trustee” is generally used with reference to those 
trusteeships to which specific names are not commonly applied. 
Thus, the person appointed to collect and distribute the estate of 
a deceased person is called an executor if appointed by will, or an 
administrator if appointed by the court. He is, however,in 
the wide sense of the word a trustee. In order to preserve the 

1 See chap. V. 

? For detailed discussions of various functions see succeeding chapters. 
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distinction it has become customary with many writers to use the 
word “‘fiduciary”’ as covering all kinds of trusteeships, and to use 
the word ‘‘trustee”’ in a narrower sense. 

While the trust department is engaged primarily in the adminis- 
tration of trusts, it is common practice for it to handle lines of 
business, such as various kinds of agencies, which are not really 
trusts in the technical sense of the word. In fact, it is not unusual 
to assign to the trust department any business which may come 
to the institution which is outside the duties of the banking 
and other departments. 

During recent years there has been a great increase in the 
variety of trusts which people have found it convenient or neces- 
sary to create, and new forms of trusts are constantly being 
created. The World War added an impetus, but the tendency 
appears to be due to the increase and more general distribution of 
wealth, to the growing complexity of civilization and to the 
facilities for the safe and efficient administration of trusts offered 
by the corporate fiduciary. 

In a general way the functions of the trust department may 
be described by stating that the corporate trustee may, and in 
these days does, act in practically any capacity for the living or 
for the dead in which an individual may act, as trustee, agent or 
attorney in fact. 

It is, of course, possible to classify trusts in many different ways. 
The most common classification is into personal or individual 
trusts (those performed for individuals) and corporate trusts 
(those performed for corporations). This classification is not 
absolute, since there are some duties, such as those of receiver 
or of escrow agent, which may be performed for either individuals 
or corporations. Personal trusts are commonly subdivided into 
court trusts (those which arise by appointment of courts) and 
trusts under private agreement. 


COURT TRUSTS 


Court trusts are those which are received by appointment of 
the courts having jurisdiction in such cases and for which account- 
ing must be made to the courts. These were the kinds of trusts 
originally handled by the early trust companies and in most 
communities are the most common forms of trusts. From their 
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nature they will always furnish a large part of the work of the 
personal trust division of the trust department, even though the 
development of many new kinds of trusts continues. 

The usual forms of court trusts are those of executor under a 
will, administrator of the estate of an intestate, trustee under 
the provisions of a will, guardian of the estate (and sometimes 
of the person) of a minor, and committee or curator or conservator 
of the estate of a person legally adjudged incompetent to manage 
his or her own estate. Acting in any of these capacities, the 
duties and the compensation of a corporate fiduciary are the same 
as those of an individual acting in like capacity, the fiduciary 
being responsible to the court for the faithful performance of 
duty, including proper accounting. 


TRUSTS UNDER PRIVATE AGREEMENT 


The number and the variety of trusts created by private agree- 
ment are large and are steadily increasing. They come from 
people in all walks of life, in small amounts as well as large, and 
by no means exclusively from wealthy people; from women or 
from professional men whose unfamiliarity with business prac- 
tices leads them to seek an experienced and capable trustee to look 
after their business affairs; from the sick, the aged, the infirm, 
whose physical condition makes business details a burden; from 
absentee property owners; from persons engaged in travel; from 
persons of large wealth who do not care to be burdened with the 
responsibilities of business. In recent years many of these trusts 
are coming from men engaged in active business who, for one 
reason or another, see fit to place in the hands of the corporate 
trustee portions of their estates, to be administered for their 
own benefit, for the benefit of members of their families or rela- 
tives or for the benefit of favored benevolent enterprises. 

Trusts under private agreement, usually referred to as “living 
trusts” or ‘‘voluntary trusts,’ may be created for any lawful 
purpose, and may be either revocable or irrevocable by the maker 
or creator of the trust. 

In cases in which a formal trust is created, the trustee takes 
entire charge of the property, whether real or personal, or both, 
attends to all details and distributes the income—and, if called for, 
the principal—according to the terms of the agreement. 
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The trust department performs many functions which may not 
call for formal trusteeships, but may be discharged under agency 
contracts or appointments as attorney in fact. In such cases the 
degree of responsibility assumed varies with the nature of the 
duties undertaken, and may be either large or small. 

The following are some of the more common capacities in 
which trust departments act under private agreements: 

As trustee of specified property to be administered for members 
of a family, for other dependents or for particular charities. 

As trustee of property to be administered for the creator of 
the trust. 

As custodian of securities, involving the safekeeping of the 
securities, collection and remittance of income and attention to 
all matters which concern the owner. 

In the preparation and filing of income tax returns. 

In the management of real estate, involving entire charge. 

As agent for the collection and remittance of income. 

As agent for the payment of taxes, insurance premiums, etc. 

As trustee for the collection of insurance policies after the death 
of the assured, the investment of proceeds and the distribution of 
income, annuities or principal. 

As custodian of wills. 

That of secretarial service. 

As depositary for property of any description. 

As agent or attorney in fact for any purpose. 

As escrow agent. 

As assignee or receiver. 


CORPORATE TRUSTS 


During recent decades the constant and increasirig use of the 
services of the corporate trustee by corporations has kept pace 
with the rapid development of the corporations themselves. It 
is not too much to say that the development of corporations could 
hardly have taken place as it has without some such agency as the 
corporate trustee to facilitate the handling of the immense volume 
of work involved in the organization, financing and operation of 
the country’s many corporations. In fact, except for a very few 
close or family corporations, every corporation of large impor- 
tance finds it necessary to utilize the services of the corporate 
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trustee, particularly if it issues securities to be placed in the hands 
of the public. 

The most common services performed for corporations are in 
the following capacities: 

As trustee under a mortgage or deed of trust securing a bond 
issue or under an indenture securing an issue of notes. 

As transfer agent for stocks. 

As registrar of stocks, bonds or commercial paper. 

As fiscal agent for the payment of coupons, dividends, interest 
on registered bonds or principal of maturing bonds, ete. 

As depositary and agent for the proper handling of sinking 
funds or other special funds. 

As depositary and agent for voting trustees. 

As depositary and agent for the performance of detail work 
under reorganization or adjustment agreements, or for creditors’ 
committees. 

As depositary of subscriptions to stock or bond issues. 

As depositary of claims in bankrupt estates. 

As depositary and agent under escrow agreements. 

As manager of underwriting syndicates. 

As liquidating agent. 

As agent for the safekeeping of securities. 

As agent and/or attorney in fact for any purpose. 

As assignee or receiver. 

As investigator for proposed new enterprises or extensions. 

As trustee for foreign corporations. 

As supervisor of the maintenance of the terms of indentures 
controlling bond, preferred stock and note issues. 


SERVICES FOR SOCIETIES AND INSTITUTIONS 


A comparatively recent development is the use of the trust 
department by educational and charitable institutions and by 
unincorporated societies, clubsand organizations. Theseservices 
include the mere safekeeping of securities; the formal care of 
securities, with collection and remittance of income and general 
supervision ; the investment and reinvestment of funds; the service 
of treasurer and of secretary, thus securing, especially for unin- 
corporated societies, a continuity of records, uniformity in 
minutes, ete. 
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CHAPTER III 


SUPERIORITY OF THE CORPORATE FIDUCIARY 


To put it mildly, the records of the administration of trusts by 
individuals does not reflect great credit upon civilization. Many 
trusts are, of course, administered faithfully and efficiently 
according to their terms. But anyone who delves with care into 
the records of the probate courts will be amazed at the long and 
dreary lists of estates which have dwindled or entirely disap- 
peared because of the ignorance, the lack of experience, the poor 
judgment, the carelessness, the neglect, the speculations or the 
misappropriations of funds on the part of the persons to whom 
they had been entrusted. No definite statistics are available, 
but it is certain that large sums are lost each year by individuals 
acting in fiduciary capacities. The courts are clogged with litiga- 
tion brought by beneficiaries of estates against the persons acting 
as trustees, and the larger part of this litigation would have been 
avoided had the trustees proved equal to the tasks they had 
undertaken. The causes of the trouble run all the way from 
mere incompetence or inexperience, through carelessness and 
neglect, to speculation and misappropriation of funds. In the 
wake of this litigation appear pitiful stories of aged men and 
women, invalids, widows and children brought to beggary in spite 
of the fact that those upon whom they had depended left enough 
means for their support and comfort, and died in the belief that 
they had amply provided for their loved ones. 

Record of the Trust Companies.—In marked contrast to the 
records of individual fiduciaries are those of the trust companies, 
which until recent years were the only corporations authorized to 
act in fiduciary capacities. Their administration of trusts, in 
a record of a hundred years, has been remarkably free from 
criticism of any kind. In the few cases in which trust companies 
have failed, the rigid laws and the supervision under which they 
operate have protected from loss the trust estates in their charge, 
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the assets of such estates having been segregated from the assets 
of the company itself. Diligent inquiry has brought to light 
but one case (following the panic of 1907) in which trust funds 
have been lost because of the failure of a trust company. 

There are reasons for this contrast in records, and these readily 
appear upon a study of the essential qualifications of a good fidu- 
ciary and of the extent to which these qualifications are met, on 
the one hand by a reasonably qualified individual, and on the 
other hand by a bank or trust company duly organized and 
qualified to accept trusts under the provisions of the state laws 
or the Federal Reserve Act. 

Permanency.—The life of the corporate fiduciary is perpetual. 
It does not die. It will live long enough to execute the trust 
which is committed to it. On the other hand, the uncertainty 
of human life is proverbial; no man knows on what day he may 
die, or when he may become permanently disabled; and the death 
of every man sooner or later is certain. 

Under the corporate trusteeship, therefore, the trust is assured 
of a continuity of management of which there can be no assurance 
under the individual trusteeship. If the individual fiduciary dies, 
the appointment of a successor will become necessary. At the 
best, this involves delays and expense; but, more important still, 
the successor may be one whom the creator of the trust would 
under no circumstances have chosen to represent his interests. 

Accessibility—The corporate fiduciary has an established 
place of business, is easily found and is always there during business 
hours. It does not get sick, does not travel, does not take vaca- 
tions and is not called out of town on business of its own. Any of 
these causes may render the individual fiduciary unavailable at 
the very time when the interests of the trust demand close and 
immediate attention. 

Efficiency—Capability.—The corporate fiduciary provides offi- 
cers and employees whose sole business is to do trust work. 
They are educated and trained for this work, and experienced in 
its performance. They are chosen or retained because of their 
familiarity with it and their ability to do it well. They are 
experts in fiduciary work, which is a business in itself; and the 
organization as a whole brings to bear upon the administration of 
trusts the combined brain power of a group of experts. Even 


20 TRUST DEPARTMENTS 


under ordinary conditions the combined judgment of several men 
is usually more trustworthy than the judgment of an individual. 
How much more reliable is this combined judgment when each one 
who participates in the conference has made a particular study 
of some phase of the work and has some claim to be considered 
an expert on that phase. As one advertisement puts it, the 
trust department combines ‘‘the wisdom of age and the vigor 
of youth.” 

Officers and employees of the trust department have time to 
look after the interest of trusts, for this is their sole and regular 
business. 

It must be admitted that there are some individuals who have 
great ability for this work, who, if they can and will give it the 
necessary time and attention, may do it with as great ability as 
some corporate trustees—provided they live. It must be noted, 
however, that such men are relatively scarce; and also that in the 
great majority of cases their ability and success have been the 
results of their giving to their business their close and undivided 
attention. If such a man undertakes a trust, unless he has 
retired from business, he of course cannot give his undivided 
time and attention to both the trust and his own business—one 
or the other must suffer. It is also true that the experience, even 
of very successful men, has usually been confined mainly to one 
line of business. Few, indeed, are the men who can even claim 
to bring to the solution of trust problems anything like the wide 
range of experience, knowledge and ability represented by a 
group of trust department employees and officials. 

Most individuals, however, unless they have made a business of 
fiduciary work, have had little or no experience in the administra- 
tion of trusts. In most cases the individual fiduciary must build 
up his experience in the performance of the duties of the trust 
which he has undertaken—usually at some expense to the trust. 
Considering the fact that the administration of trusts is a special 
business in itself, involving problems with which the average 
business man does not come into contact, it is evident that the 
inexperienced individual fiduciary has a considerable problem 
upon his hands. As a matter of fact, a man’s large success in his 
own particular business does not necessarily indicate that he 
would make a success of trust work. In actual experience, men 
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who have been geniuses in their own lines have been wholly 
unsatisfactory as trustees. 

Equipment.—The corporate fiduciary has the necessary equip- 
ment in offices, records, forms, stenographic and clerical service 
and safe-deposit facilities to handle the details of the work of the 
trust in an orderly, efficient manner. These are provided as a 
matter of course at no expense to the trust. The individual 
fiduciary may or may not provide ample and proper equipment; 
but if he does, it will be, properly and legally, at the expense of 
the trust. 

Resources.—There are times when the interests of a trust call 
for the advance of funds, and occasionally the very preservation 
of all or part of the estate may be dependent upon such advances. 
The corporate fiduciary is in position to make such advances, 
and will do so if properly secured. Few individual fiduciaries 
ean do this. 

Familiarity with Investments.—No man who has not made a 
study of the essential principles of investment and has not had 
some experience in their application is competent to invest even 
his own funds. General experience in business should be of some 
value when investments are considered, but very often it is not. 
At the best, it merely affords a foundation for the study of invest- 
ments. Any one who has had occasion to note the investments 
found in the estate of the average successful business man must be 
impressed with the fact that had he used the same kind of judg- 
ment in his business that he did in making his investments he 
would not have been successful in business. Both as a matter 
of theory and as a result of experience it is entirely safe to state 
that the kind of training and ability needed in order to be successful 
in business is quite different from that needed in order to be 
successful in making investments. Many a man has accumu- 
lated a fortune in business only to lose it in his “‘investments.”’ 

But we may go a step further. The principles underlying the 
investment of trust funds are somewhat different from those which 
underlie the investment of one’s own funds. It is quite possible 
to be successful in making “business man’s investments”’ and 
yet be weak in looking after trust investments. Risks which it 
may be both proper and advisable for the business man to take 
with his own funds are quite out of place with trust funds. The 
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man who has been accustomed to purchase securities which 
‘promise, and sometimes yield, large returns may readily chafe 
under the low yields of the securities in which he may properly 
invest trust funds. 

From the necessities of the case the corporate fiduciary is 
familiar with the principles and practice of trust investments. 
The making of such investments is part of its daily routine, and 
a failure to display reasonable ability and skill would subject 
it to legal liability and to the loss of reputation. Its officers live 
in an atmosphere of familiarity with investment matters, are in 
constant touch with important developments affecting invest- 
ments in general and their trust investments in particular, and 
their judgment has been ripened by long study and experience in 
such matters. Investment problems in the trust department are 
ordinarily discussed by several competent officials, and the final 
decision is rendered by a trust committee, thus bringing the 
advantage of the combined judgment of several men trained in 
trust investment matters. 

In addition, the financial connections and the volume of the 
corporate fiduciary’s operations enable it to invest on better 
terms than the ordinary individual. 

Economy.—The fees of fiduciaries holding trusts under author- 
ity of courts—executors, administrators, guardians, trustees 
under wills—are fixed by statute or by court ruling, and are exactly 
the same whether the fiduciary be an individual or the trust 
department of a bank or trust company. 

In other respects administration by the corporate fiduciary 
costs the estate less than administration by the individual trustee. 
Because of its financial responsibility and usually also because of 
deposits made for the purpose with state authorities, the corpo- 
rate fiduciary is not required to furnish a bond. The individual 
fiduciary must furnish a bond, the cost of which year by year is 
charged to the estate. 

The corporate fiduciary provides, as a matter of course as a 
part of its service, without additional charge, clerical services, 
accounting, auditing, safekeeping of securities, ete. The individ- 
ual trustee may, and if the estate is large undoubtedly will, have 
to provide some or all of these facilities for the use of the trust. 
If so, under law and custom the cost is payable by the estate. 
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Unless the individual fiduciary is a lawyer, he will usually 
need to retain a lawyer for legal advice as to procedure, even in 
matters of routine. The cost of this legal service is payable 
by the estate. The corporate fiduciary is thoroughly familiar 
with the detail of procedure, which is part of its daily routine, 
and has no occasion to consult legal advice in ordinary matters. 
There are occasions in which litigation or legal questions of special 
importance may require the special employment of legal services 
by either the individual or the corporate fiduciary. In such cases 
the latter is usually in a better position to secure the services of 
competent legal talent on favorable terms. 

The corporate fiduciary, with an efficient and business-like 
organization, promptly collects coupons, interest, rents and other 
income items, or the principal of maturing bonds, mortgages or 
other securities, and makes the funds immediately available to the 
estate. Many individuals are careless about the prompt collec- 
tion of such items. In addition, the corporate fiduciary is often 
able to secure a better income by the skilful handling of properties 
and investments. 

The same considerations hold regarding trusts created by 
private agreements. In these, the fees of the corporate fiduciary 
are not more, and often are less, than the individual fiduciary 
would charge. They are usually stated in the agreement, and 
are thus known in advance. 

To sum up, the cost of administration, including fees and 
special charges, is, as a rule, less when handled by the corporate 
fiduciary. In other words, it costs less to have one’s estate cared 
for by a large, efficient, experienced organization, with specialists 
in the various phases of the work, and responsible for any failure 
to perform its duties faithfully, than to entrust it to an individual 
who only in the rarest instances can even compare with the 
corporate fiduciary in his fitness and equipment for the task, 
and who may not be responsible in case of failure. In fact, it 
sometimes costs less to have the corporate fiduciary look after 
an estate than to do it oneself. A man who owned a living trust 
in the keeping of a certain trust company put it this way: “It 
costs me around $2,500 per year, or about 5 per cent of the net 
income on my property, to have everything looked after in a 
scientific way. If I handled it, it would cost me more than this 
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amount for a secretary, to say nothing about the worry and 
danger of reinvestment, and the legal expense and income 
tax bother.” 

Competent and Accurate Records.—Being equipped and trained 
in the management of estates, which is its daily and regular work, 
the trust department has proper forms of records and experienced 
bookkeepers to maintain competent and accurate records and to 
submit proper statements to beneficiaries and to the court. 
Court records demonstrate that, as a class, individual fiduciaries 
are notoriously weak in the keeping of proper records and in the 
submission of intelligible statements. 

Impartiality The administration of estates by individuals is 
often hampered by jealousies or prejudices between the fiduciary 
and one or more of the beneficiaries or claimants, by oversympathy 
with a favored one or by antipathy toward another. Family 
dissensions and bitter controversies between interested individuals 
have been the causes of litigation and losses to many estates. 

The corporate fiduciary is not subject to the personal prejudices 
or sympathies by which the individual trustee may be influenced. 
It undertakes the administration of the trust as a business com- 
mission, in which it is bound in law and in duty to follow strictly 
the instructions in the instrument which created the trust, with- 
out fear or favor, without withholding from any beneficiary that 
which is his legal due and without granting to any beneficiary 
at the expense of the estate or of other beneficiaries that to which 
he is not clearly entitled under the will or deed of trust. If ocea- 
sions arise, as they may, under which the fiduciary is given certain 
discretion, the corporate fiduciary is able to solve the problems 
upon the basis of a non-biased investigation of the facts, without 
prejudice for or against individuals founded on previous intimate 
acquaintance. 

In this connection, there was formerly a fear that the corporate 
fiduciary would be wholly lacking in human touch, cold and 
unsympathetic in the performance of its duties. Among those 
whose affairs have been handled by modern trust departments 
that fear has been allayed, and the offices of many such depart- 
ments are constantly visited by men, women and children who 
have come to look upon the officers and employees as personal 
friends. 
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Responsibility and Safety.—The responsibility of the fiduciary 
and the safety of the estate while in the keeping of the fiduciary 
are the most important considerations in the whole matter. In 
these respects the superiority of the corporate fiduciary over the 
individual is beyond question. Its financial responsibility, repre- 
sented by capital and surplus, and, in addition, in National banks 
and state banks and trust companies in most of the states by the 
double liability of the stockholders, is far greater than that of 
most individuals. Even in those very rare cases in which an 
individual may have relatively large financial responsibility 
there is an advantage in favor of the corporate fiduciary because 
of the supervision to which it is subject. The individual is 
subject to no supervision except such as the court may see fit to 
undertake. The corporate fiduciary is subject to frequent 
examination by state or Federal authorities. Banks and trust 
companies usually maintain auditing staffs which carry on a 
continuous audit of all departments, including the trust depart- 
ment. The banking departments are subject to examinations 
by state or Federal authorities, and in the larger cities by 
clearing house associations. This is an additional safeguard 
against dishonesty or incapacity on the part of the general 
management of the institution. 

While it is true that bank officials and employees occasionally 
prove dishonest, it is practically impossible for the bank itself, as 
an institution, to be dishonest. A bank would have nothing to 
gain and everything to lose by being dishonest. Its growth and 
prosperity are absolutely dependent upon the retention of the 
confidence of the community; if it loses that it must go out of 
business. Besides, the very responsibility of the bank makes it 
subject to the collection of damages for failure to keep its con- 
tracts faithfully. In case of defalcations by any of its employees, 
the bank is, of course, required to make good the loss, so that 
personal thefts by officers or employees, even if they occur, which 
is rare, do not result in losses to the customer. Usually the bank 
itself does not lose, because its employees are bonded. 

It must be admitted that banks and trust companies sometimes 
fail, though the percentage of such failures is very small. But 
even here the trust client is protected, and there is on record only 
one case in a hundred years in which any loss to trust funds has 
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resulted from the failure of a bank or trust company adminis- 
tering such funds. It is universally required under the laws 
granting trust powers to corporations that they must keep trust 
funds and trust property entirely separate from the assets of the 
corporation itself, and, in addition, the assets of each estate must 
be kept separate. The failure of the corporate trustee, therefore, 
does not involve the trust funds in its care, since these are no part 
of its own assets. Still further protection is afforded to trust 
clients by the laws of many states, in the requirement that before 
accepting trusts authorized banks and trust companies must 
deposit cash or securities of specified amounts with state authori- 
ties as additional security for trust obligations. 

Under the administration of individual fiduciaries, in addition 
to losses through dishonesty and speculation, estates often suffer 
from the carelessness, ignorance or incompetence of the fiduciary. 
Against such losses the corporate fiduciary is a protection, 
because both in law and in reputation it is held responsible for 
capable as well as honest administration, and if careless or incom- 
petent handling of any trust business should occur it would be 
required to make good the loss. 

Conclusion.—In drawing the general conclusion that the duly 
authorized corporation is superior to the individual as a fiduciary, 
the writer is cognizant of the facts that the character of a corpora- 
tion is determined largely by the characters of the men who 
control it; that some corporations may be officered by men of 
high personal character and marked ability, while others may be 
in the control of men of indifferent character and ability; and 
that, as a consequence, corporations differ among themselves in 
reliability and efficiency. 

It should be observed, however, that the corporations which are 
legally authorized to act in fiduciary capacities are strictly limited 
to state and National banks and trust companies—a particular 
class of corporations about which the law places certain limita- 
tions, safeguards and supervision which eliminate at least the 
extremes of differences which may exist as between other corpora- 
tions. The precautions which the laws provide as to the organi- 
zation and control of banks and trust companies and the relations 
of these institutions to the public make it exceedingly 
probable that the directorate of such a corporation in any com- 
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munity will be fairly representative of the capable and trust- 
worthy elements in that community. While it is true that an 
incapable or untrustworthy individual may, and sometimes does, 
appear in the directorate of a bank or trust company, the possi- 
bility that a whole directorate, or a majority of it, might be com- 
posed of individuals of those classes is distinctly remote. 

In addition to the safeguards which the laws and the courts 
provide, two other forces are constantly at work tending to 
maintain a high standard of efficiency and reliability in the 
management of such institutions. In every community the com- 
mon custom and public opinion always scrutinize very closely the 
character of the management of banking institutions, and no 
institution with improper management can long survive in the 
face of such scrutiny. The other powerful force at work is the 
selfish interest of the bank or trust company itself. It is depend- 
ent for success primarily upon the confidence and the faith which 
it is able to build up and maintain for itself in the community. 
This almost self-evident fact operates to promote care to main- 
tain good management. 
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CHAPTER IV 
PROCEDURE TO QUALIFY AS FIDUCIARY 


Wisdom of the Step.—The establishment of a trust department 
and the nature and the extent of the obligations incurred by such 
a step are matters which should be given careful consideration 
before a definite decision is made. Under certain circumstances 
the undertaking of trust business may well be the only wise 
course to pursue; but under other circumstances a careful inves- 
tigation may disclose that such a step would be unwise. 

The first thing to determine is whether or not there is a field 
from which it is reasonable to expect that enough trust business 
may be derived to make a trust department profitable, or at least 
self-sustaining. In a small town this may be a matter of con- 
siderable doubt, unless it is surrounded by a rich farming commu- 
nity which is clearly dependent upon the particular town for its 
banking and trust services. In a large city the possibility of a 
good volume of trust business may be taken for granted; and the 
problem then is as to the ability of the particular bank or trust 
company to get its share of the trust business. 

A question of prime importance is whether or not the manage- 
ment is ready to equip the proposed trust department with a 
capable and experienced man to act as trust officer, with capable 
assistants in such number as may be needed and with the neces- 
sary physical equipment, and is ready to spend the amount of 
money that may be needed for these purposes. If it is not, the 
project of establishing a trust department should be abandoned. 
If the trust business is worth doing at all it is worth doing well. 
The department must command the respect and confidence of 
the public. 

The management must also be prepared to maintain the 
department for a considerable period at a financial loss, and 
probably for a further period on only a self-sustaining basis. 
Asa rule, the building up of a large volume of trust business takes 
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time. As executor under wills, for example, the business of the 
department will come largely from the institution’s present 
customers, and this business will come only as one by one the 
present customers pass away. The immediate business of the 
trust department must come from living trusts, corporate trusts 
and other fiduciary services for the living. There are some banks 
and trust companies so situated that they can build up a large 
volume of trust business very quickly, but they constitute the 
exception, not the rule. 

The advantages to be gained by the operation of a successful 
trust department may be stated as follows: 

The profits of the department, though not as a rule large, are 
steady and dependable, with a tendency to increase year by year. 

The institution is able to offer its customers more complete 
financial service for both present and future needs, and is thus 
able to retain customers of its banking and other departments 
who otherwise might be attracted to other institutions. 

The clients of the trust department, trustors, beneficiaries and 
their families, are apt to be and remain permanent customers in 
all departments. 

A well-conducted trust department helps in securing favorable 
publicity for the institution as a whole, and promotes the growth 
of public confidence. 

The department will add to the funds to be handled by the 
institution and usually to the funds kept in thé community through 
local investments, and will enable the institution to perform a 
wider and better community service. 

The possible disadvantages which should be considered before 
establishing such a department include the following: 

The law requires a larger capital on the part of an institution 
which operates a trust department than for one which does not. 
If the institution has not the required capital it must increase it. 

Trust business once accepted cannot easily be discontinued. 

The corporate fiduciary undertakes grave responsibilities 
which cannot be evaded, and to which it is strictly held both by 
statutes and by court decisions. 

As already stated, the growth of the department, from the 
viewpoint of profits, may be slow; and during its period of growth 
it must be properly maintained. 
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The business is not standardized like banking, and will bring 
many new problems, the proper solution of which will require 
special training and judgment. 


TRUST POWERS FOR NATIONAL BANKS 


Paragraph k of Section 11 of the Federal Reserve Act authorizes 
the Federal Reserve Board 


To grant by special permit to National banks applying therefor, 
when not in contravention of state or local law,! the right to act as 
trustee, executor, administrator, registrar of stocks and bonds, guardian 
of estates, assignee, receiver, committee of estates of lunatics, or in any 
other fiduciary capacity in which state banks, trust companies, or other 
corporations which come into competition with National banks are 
permitted to act under the laws of the state in which the national bank 
is located. 


Relation to State Laws and Courts.—It will be noted that the 
evident intent of this paragraph is to place National banks upon 
an equal footing with state banks and trust companies in the same 
state with regard to the right to exercise trust powers. But the 
act goes no further than this, and it is apparent from the wording 
of the act itself, from the U. 8S. Supreme Court decision and from 
the regulations adopted by the Federal Reserve Board that the 
actual exercise of the right, and the terms, restrictions and 
regulations by which the fiduciary functions of the corporate 
trustee must be guided are matters of state control, of state 
legislation and of state administration. Regulation IF, Series 
of 1923, Section IX, specifically provides that: 


Nothing in these regulations shall be construed to give a National 
bank exercising the powers permitted under the provisions of Section 11 
(k) of the Federal Reserve Act, as amended, any rights or privileges in 
contravention of the laws of the state in which the bank is located within 
the meaning of that act. 


1 The act provides that the granting of these powers shall not be deemed 
in contravention of state or local law ‘‘whenever the laws of such state 
authorize or permit the exercise of any or all of the foregoing powers by state 
banks, trust companies, or other corporations which compete with National 
banks.” 
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And it is further provided in the next section that the Board may 
revoke permits in any case where in its opinion a bank has violated 
the laws of the state in which it is located. 

Procedure to Obtain Permit.—A National bank wishing to 
obtain a permit to undertake fiduciary functions should apply to 
the Federal Reserve Board, either direct or through the Federal 
Reserve Bank of its district, for a copy of Regulation F and for 
application forms. Theapplication form (Form 61), to be signed 
by officers of the bank, sets forth that under authority of a resolu- 
tion of its board of directors the bank applies for certain specified 
fiduciary powers. A form for such a resolution is given, with 
space for due certification by the proper officer. The form 
calls for the name and the location of the bank, the population 
of the city or town in which it is located and a statement of the 
bank’s assets and liabilities. The application is to be mailed to 
the chairman of the board of directors of the Federal Reserve 
Bank of the district in which the applying bank is located, and by 
him will be transmitted to the Federal Reserve Board. In 
transmitting the application, the Federal Reserve Agent supplies 
certain information, including the powers and the regulations 
as to state institutions exercising fiduciary powers under the laws 
of the state in which the applying bank is located, together with 
such data as he can give regarding the applying bank and its 
management, and his recommendation for the acceptance or 
the rejection of the application. 

Upon the Board’s receipt of the application it is first referred to 
counsel for legal opinions and recommendations. It then goes to 
a subcommittee, which has information based on reports of 
national bank examiners. The Federal Reserve Board finally 
passes upon the application with all of the above data before it, 
and notifies the applying bank of its acceptance or rejection. 

Regulations.—The regulations and the prohibitions prescribed 
by the Federal Reserve Act and by Regulation F, Series of 1923, 
may be summarized as follows: 


Powers.—The powers obtainable are those specified in Section 11 (k) 
[quoted above], and in addition any other powers permitted by the laws of 
the state to state banks or trust companies. 

Segregation of Assets—All assets held in any fiduciary capacity must be 
segregated from the general assets of the bank. 
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Separate Records.—A separate set of books and records must be maintained 
for fiduciary business. 

Separate Trust Department.—A separate trust department must be 
established, under the management of an officer or officers. 

Segregation of Securities—The securities and the investments held in 
each trust must be kept separate and distinct from the securities owned by 
the bank and separate and distinct one from another. 

Custody of Securities—Trust securities and investments shall be placed 
in the joint custody of two or more officers or other employees designated 
by the directors, and all such officers and employees shall be bonded. 

Current Deposits —The trust department shall not receive deposits of 
current funds subject to check or the deposit of checks, drafts, bills of 
exchange or other items for collection or exchange purposes. 

Funds Awaiting Investment.—Trust funds awaiting investment or dis- 
tribution may be deposited to the credit of the trust department in the 
commercial department of the bank only after the bank has first delivered 
to the trust department, as collateral security, United States bonds or other 
securities approved by the Federal Reserve Board, in amount at market 
value always at least equal to the amount of the deposits. 

Deposit with State—If state institutions doing fiduciary business are 
required to deposit securities with state authorities for the protection of 
private or court trusts, National banks in the same state doing fiduciary 
business must make like deposits with state authorities. If under this 
arrangement state institutions are not required to give bond, national banks 
are also exempted; but if bond is required, a National bank is authorized to 
execute it. 

Taking Oaths.—lIf the state laws require corporate fiduciaries to take oath 
or make affidavits, National bank officials are authorized so to do. 

Loans to Officers. —Funds held in trust may not be loaned to officers, direc- 
tors or employees. A fine of not over $5,000 and / or imprisonment not 
more than five years may be imposed for violation of this provision. 

Capital and Surplus.—No permit may be issued to a National bank having 
capital and surplus less than that required of the state institutions exercising 
fiduciary powers. In any event the Federal Reserve Board may refuse a 
permit if it thinks the capital and surplus not sufficient under the circum- 
stances of the case. 

Examinations.—Examiners designated by the Comptroller of the Currency 
or by the Federal Reserve Board are instructed to examine the trust depart- 
ment at the same time as they examine the banking department. 

Conformity with State Laws.—The regulations shall not be construed as 
giving to National banks any rights or privileges in contravention of the 
laws of the state in which the bank is located. Permits may be revoked for 
violation of the laws of the state or of the provisions of the Federal Reserve 
Act. 

Investments.—Trust funds held in court trusts must be invested under 
order of court; those held in private trusts, in strict accordance with the 
terms of the instrument creating the trust. Where discretion is vested in the 
fiduciary, it must observe the laws of its state regarding such investments. 
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TRUST POWERS FOR STATE INSTITUTIONS 


The organization of state banks and trust companies, and the 
acquisition of trust powers by state banks already organized but 
without trust powers, must, of course, be governed by the laws of 
the particular state in which the institution is located. Most 
of the states now have general trust company laws which pre- 
scribe the methods for the organization of such companies with 
trust powers. Many of the states also have laws under which 
state banks may acquire trust powers; and the present indication 
is that practically all of the states will have such laws as a means 
of placing their state banks upon the same footing as National 
banks in regard to trust powers. 

The legal procedure for the organization of institutions with 
trust powers or for the acquisition of such powers by existing 
institutions differs so much in the several states that a general 
description of a process common to all states cannot be given. 
In most states printed instructions and blank forms for applica- 
tions may be obtained by writing the state Banking Department 
or the Secretary of State. The proceedings should be in charge 
of an attorney, who will know or will ascertain the necessary legal 
formalities. 

Procedure in New York.—The procedure for the organization 
of trust companies in New York will be of interest as indicating 
the method prescribed in a state which has a carefully considered 
law on the subject. Seven or more persons may form such a 
corporation. They must publish a notice of intention to organize, 
in local papers for at least four weeks, and must send notices to 
existing local banks and trust companies. An organization 
certificate, executed in duplicate, must be submitted to the 
Superintendent of Banks, showing the name of the proposed 
company, its location, amount of capital stock and number of 
shares, term of existence and full names and residences of incor- 
porators, together with their signatures to the oath to faithfully 
discharge their duties. Proof of publication of notices and of 
service of notice of intention to organize must also be submitted. 
The Superintendent of Banks is then obligated to make a careful 
investigation as to the responsibility of the incorporators and 
their fitness to conduct the business properly and as to the 
extent to which public convenience will be promoted or otherwise 
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_ by the establishment of the proposed trust company. He has 
power to approve or to refuse the application. If he approves, he 
so notifies the incorporators, and files the duplicate certificates, 
one in his own office and one in the office of the county clerk. 
At this time the corporate existence of the new company begins, 
and it has power to elect officers and to proceed with other details 
of organization. Before it has power to begin business, however, 
it must receive an authorization certificate, which is delivered 
only after other formalities have been complied with, including 
the payment of capital stock, the payment of organization tax 
and the deposit of bonds with the Superintendent. 

State Laws.—The laws of the various states with reference to 
the trust departments of trust companies—which usually serve as 
guides for legislation in the same states regarding trust depart- 
ments of state banks whenever such legislation is enacted—differ 
to such an extent that few general statements may be made 
applicable to all of the states. Suggestions have been made 
from various sources that uniform legislation on the subject in 
all the states would be desirable, but these suggestions have been 
combated by others on the ground that for the maximum of 
efficiency it is necessary to have the laws modified by local con- 
ditions in each state. There are some matters, however, such as 
that of rights and procedure on the part of fiduciaries administer- 
ing estates which have property in other states, regarding which 
it is exceedingly desirable to have uniform legislation. 

Powers.—A power always included in state legislation on the 
subject is that of acting as trustee. As a rule, it is specifically 
provided that the company may act as trustee for individuals, 
for corporations, both public and private, for states and for 
municipalities. 

The power to act as executor or administrator is granted in 
most states, but in a few the power to act as administrator is 
denied or is in doubt. 

Most of the states grant the power to act as the guardian of 
minors, persons non compos mentis, etc., but the guardianship of 
minors usually, and of other persons always, applies to the estate 
only, and not to the person. Half a dozen states, however, 
specifically provide for the guardianship of both person and 
estate of minors. 
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About half of the states specifically extend the right to execute 
trusts for married women with respect to their separate estates. 

Other powers usually provided for include the ability to act 
as depository of funds paid into court and of funds in charge 
of fiduciaries; to receive trusts by court appointment; to hold 
deposits of trust funds; to act as fiscal agent, and as registrar 
and transfer agent; to manage estates; to act as agent for the 
investment of money; to act as receiver or assignee. 

In many states the powers include, either in specific language 
or by implication, the acceptance and execution of any lawful trust. 

Regulations—The states quite generally require of trust 
companies a larger capital stock than is required in the same 
state for banks which do not exercise trust powers. In many 
states the capital required for either banks or trust companies 
varies according to the population of the towns or cities in which 
they are located. 

Many of the states provide that trust companies must deposit 
cash or securities of specified character, to be held by state offi- 
cials as security for the faithful performance of trusts. In some 
cases these deposits need not be made if the company does not 
actually accept trusts or if it elects to give a bond for each trust 
instead of the deposit. 

A majority of the states require trust funds and accounts to be 
kept separate from the funds and accounts of the company itself. 

All of the states require trust companies to furnish reports of 
condition to state officials, and most of them require the publica- 
tion of such reports. There are some states in which both the 
frequency and the completeness of the reports could well be 
increased. 

Nearly all of the states require examinations of trust companies 
by state officials. During recent years there has been an 
improvement in the examinations required, both as to frequency 
and as to thoroughness. In some states both the laws and their 
administration offer opportunity for improvement. It should be 
said, however, that the states in which trust companies have 
made large progress are equipped with excellent supervisory laws 
which are well administered. 

Various other regulatory features are included in the trust 
company laws of the different states, including, as a rule, the 
same features which apply to state banks in the same states. 


CHAPTER V 
PERSONNEL AND ORGANIZATION 


The work of the trust department is not standardized as is that 
of the banking department; and because of the wide variety of 
duties which it is called upon to perform its work as a whole can- 
not be standardized, though some of its routine functions can be. 
The problems which present themselves to a large trust depart- 
ment are as diversified as the interests and peculiarities of the 
people with whom the department comes into contact. The key 
positions in the trust department, therefore, must be filled by 
persons whose ability, education, training and adaptability 
enable them to approach new problems with composure, with 
wisdom and with clear thinking. The employees, with the possi- 
ble exception of those for the purely routine work, should be 
selected with a view to their natural fitness, and their foundation 
in general education, for development in the varied duties of the 
department. Some of the clerks in large trust departments hold 
positions of very great responsibility, comparable with the 
responsibilities of officers in smaller institutions. The man or the 
woman who holds such a position with credit is entitled to be 
rated a success in trust work, whether or not he or she attains an 
official title. 

The Trust Officer.—The officer in charge of the department is 
usually called the Trust Officer. In small banks or trust com- 
panies he may combine this title with that of Vice-President, 
Secretary or Treasurer. In the large companies there are a 
number of trust officers, each heading a subdivision of the depart- 
ment; or there may be one or two trust officers, with subdivisions 
in charge of assistant trust officers. Practice is by no means 
uniform as to titles, some companies giving the titles of Assistant 
Secretary or Assistant Treasurer instead of Assistant Trust 
Officer and a few companies do not use the title Trust Officer at all. 
The tendency, however, appears to be towards a more general 
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use of the titles of Trust Officer and Assistant Trust Officer. 
Whatever title is given, he is the man who is responsible for the 
supervision of the activities of the trust department or of his 
division of the department; and the reputation of the institution, 
so far, at least, as this department is concerned, depends very 
largely upon his fitness for the position. 

Much has been written, in banking periodicals and in papers 
read at bankers’ conventions, regarding the qualifications of the 
ideal trust officer, and there is general agreement that, in order 
to be successful in full measure, he must be a man of unusual 
attainments and of special aptitude for his varied duties. The 
trust officer whose field covers the administration of personal 
trusts comes into much more intimate touch with clients than 
does the average bank official; and these clients include persons 
of both sexes, of all ages from childhood to infirm old age, and 
of all clases of people—the cultured, the ignorant, the reasonable, 
the unreasonable, persons accustomed to luxury and persons 
whose very bread and butter depend upon returns from the 
estates of which they are beneficiaries. They come to him with 
matters of business, with personal affairs, with family problems, 
all more or less closely connected with those of the estates in 
which they are interested. He must have tact and patience and 
sympathy, must be just, must show a spirit of friendliness and 
avoid that of the cold-hearted official. Of course, a pleasing 
personality is a great help to a man in such a position. He must 
have business ability, which will be tested in such matters as the 
management of trust property of all kinds, real and personal, in 
the investment of trust funds, in the sale of assets belonging to 
the estates, in attention to the diverse interests of beneficiaries. 

The trust officer in charge of corporate trusts must also be a 
man of exceptional attainments. His work does not involve as 
close personal relations as that of the officer in charge of personal 
trusts, but it requires great skill and a thorough knowledge of the 
legal and technical matters involved. He must know the law 
and the approved practice with reference to such matters as 
stock transfers, corporate trusteeships and duties of depositaries 
in reorganizations. 

It may be stated as a safe general rule that the trust officer 
should be a lawyer, or must at least have some legal training. 
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_ At the same time it should be stated that there are some notable 
instances of success by trust officers who were not technically 
lawyers; and that a thoroughly competent man who can and will 
learn what law is necessary is preferable to a lawyer whose other 
qualifications are second grade. Whether the trust officer be a 
lawyer or not, it is in any event essential that he have or acquire 
a good working knowledge of the legal principles and the legal 
procedure involved in his routine daily duties. Without such 
knowledge he would be badly handicapped in performing his 
work efficiently, because clients expect him to know and to advise 
them, because ignorance on his part would involve unnecessary 
expense to the estate for legal advice on routine matters and 
because he must often go into court. He comes into direct con- 
tact with lawyers who are counsel for trusts, and it is important 
that he gain and retain their confidence and respect. 

The Trust Committee.—It is customary to appoint a trust 
committee, composed of members of the board of directors of the 
bank or trust company. This committee exercises over the 
affairs of the trust department much the same kind of general 
jurisdiction that the board of directors exercises over the affairs 
of the bank itself, though it is appointed from the membership 
of the general board and is subordinate to that board. The most 
important single function of this committee is to pass upon 
investments made by the trust department for estates in its 
charge. It is, therefore, best that the members of the committee 
be selected with reference to their knowledge and good judgment 
in matters of investment as well as with reference to their demon- 
strated ability in general business. 

Education of Employees.—It goes without saying that the 
intelligent trust department official is interested in promoting 
the training and better education of employees;—interested both 
from the viewpoint of friendly concern for their progress and from 
the viewpoint of the necessity of developing a thoroughly efficient 
working organization. Fortunately, there has been during recent 
years a considerable increase in the opportunities for the educa- 
tion of employees, in the promotion of which bank and trust 
company Officials have been active. 

Several of the universities which maintain schools of business 
administration now offer courses in the administration of 
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corporate and individual trusts, as well as in business subjects 
more or less closely related to trust work. In the last-named 
subjects several reputable organizations offer correspondence 
courses which are of value to those who have the energy and the 
perseverance to finish the courses. Many trust department 
employees located in the larger cities take advantage of night 
classes in law schools. 

The educational work of the American Institute of Banking is 
steadily growing in scope and in quality, and is available to 
practically all bank and trust company employees. In several 
of the larger city chapters, special courses in trust work are 
offered. 

Many progressive trust departments maintain educational 
work of their own among employees. This usually takes the 
form of weekly meetings for a limited period, for open-forum 
discussions of forms, methods of work and general principles, 
the schedule of topics for discussion being announced in advance. 
Class leaders are selected from officers or employees, or both. 

Employees should be encouraged to read current banking 
periodicals which devote space to trust department matters, 
either by furnishing them with individual subscriptions or by 
providing a convenient and well-equipped reading room. There 
should also be a library with a well-selected list of books on sub- 
jects relating to the administration of trusts. A good nucleus 
for such a library may be selected from the Bibliography at the 
end of this volume. 

In connection with the general subject of employees, attention 
is called to the recent growth of the movement to maintain 
personnel departments in banks. Their function is, in the first 
place, to select new employees because of their presumable apt- 
ness for the particular work for which they are employed; in 
the second place, to shift old employees, when necessary, into 
work to which they are better adapted; and, in general, to 
promote the efficiency and the esprit de corps of the organization. 


INTERNAL ORGANIZATION 


In a small trust department with only a few employees the 
organization and systematizing of the work are comparatively 
simple matters. But in a large department, especially if the 
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.volume of business has developed gradually to large proportions, 

both efficiency and economy require definite assignments of 
duties and responsibilities according to some well-studied plan of 
organization. No plan can be devised that will be applicable to 
all large companies, for they differ among themselves in many 
ways, including the relative proportions of activity in the various 
divisions of trust department work. It is possible, however, 
to lay down some guiding principles of organization, a study of 
which may be of advantage even to smaller companies which 
have not yet reached the size where elaborate organization is 
necessary. 

Purpose.—The purpose of definite organization plans is to 
provide that, from the internal viewpoint, the department 
shall function smoothly, efficiently, economically and with cer- 
tainty of overlooking no important detail; and that, from the 
external viewpoint, it shall offer a service satisfactory and pleas- 
ing to the client. The following are suggested as among the 
important principles to be kept in mind: 

Responsibility —There should be no chance of any uncertainty 
as to the duties of officers and employees. The responsibility 
for the performance of every function and every detail of every 
function should be fixed with certainty and definiteness. The 
flow of responsibility from the head of the department down 
should be so outlined as to indicate clearly who is at fault if 
anything goes wrong. At the same time it should relieve higher 
officials of the burden of detail, impress each employee with the 
importance of his own work and instill a feeling of pride in its 
proper performance. This feeling of pride in and responsibility 
for his own work on the part of clerks and minor workers as well 
as of officials and department heads should be systematically 
cultivated. To this end every official and responsible clerk 
should be on the watch to express appreciation of good work on 
the part of those immediately under his authority. 

Avoiding Omissions.—Closely related to the matter of responsi- 
bility is that of providing such a system throughout the depart- 
ment that there is no danger that any detail of the work shall be 
overlooked. The tickler systems should be carefully planned 
and carefully checked and each department head or subhead 
should be held responsible for a system in his department which 
will insure that no duty be omitted or forgotten. 
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Effictency.—The plan should provide for the performance of 
every function in the most efficient manner and with as much 
economy as efficiency permits. Useless duplication of work or 
effort should be eliminated. Each activity should be stand- 
ardized so far as possible. The automatic progress of work 
through the department should be insured, and its functioning 
should not be dependent upon the presence of any individual; 
it should go forward according to a definite schedule, even if 
certain individuals happen to be absent. 

Relations with Customers.—The organization should be such 
that every customer is sure to receive prompt and courteous 
attention, and, if he or she is a regular customer, to form such 
personal contacts as will make him or her feel at home. This is 
of special importance in the personal trusts division of the 
department. No customer should be sent from one official or 
employee to another to transact a given matter of business. 
He or she should be directed to the proper desk and should be 
given attention there. It is exceedingly annoying to a customer 
to have to deal with several employees on a single matter. 
Having once established a relationship and formed an acquaint- 
ance with the proper officer or officers, the customer should 
thereafter be able to consult the same officials and to feel that 
some person in the department understands and is interested in 
his or her particular business. 

Divisions of Department.—Probably the most common divi- 
sion of trust departments is the twofold division into the Personal 
Trusts or Estates Division and the Corporate Trusts Division. 
As the titles indicate, the former is concerned with trusts and 
agencies performed for individuals, including probate trusts like 
executorships and trusteeships under wills, and trusts and agencies 
under private agreements, like living trusts and care of securities. 
The latter is concerned with all trusts and agencies performed 
for corporations, like trusteeships under bond issues, transfer 
agencies, ete. 

When further division of work becomes advisable, the next step 
is usually to create a separate division to handle the work of 
transfer agent and registrar. This results in three divisions of 
the department, namely, Personal Trusts, Corporate Trusts and 
Transfers. In a number of companies, the distinction between 


PERSONNEL AND ORGANIZATION 45 


trusts and agencies is preserved by including in the trust depart- 
ment only Personal Trusts and Corporate Trusts, while corporate 
agencies are handled by a separate department, the Transfer 
Department. Some companies maintain a separate division 
for the handling of agencies (as distinguished from trusts) for 
individuals. 

As illustrative of plans of organization in practice, the following 
outlines are presented. 

A large New York trust company divides its work as follows: 


Trust Department: 
Corporate Division 
Personal Division 
Customer's Securities Division 
Corporate Agency Department: 
Transfer Division 
Registration Division 
Reorganization Division 
Coupon Division 


A large New York National bank outlines its trust department 
work as follows: 


Personal Trusts: 
Estates 
Testamentary and Voluntary Trusts 
Escrows 
Corporate Trusts: 
Authentication 
Bond Exchange 
Conversion 
Sinking Fund 
Bond Redemption 
Corporate Agencies: 
Coupon-paying; Fiscal Agent; Stock Registration 
Stock Transfer; Bond Registration 
Reorganization 
A large Boston trust company divides its trust department into 
three principal parts, which are known by the names Individual 
trust accounts, Corporate trust accounts and Agency accounts. 
The first division covers the management of estates and trusts; 
the second, the management of property held under corporate 
mortgages securing bond issues and the original issue of debenture 
or other forms of notes of corporations; and the third, the manage- 
ment of property of individuals, treasurers of corporations, 
educational institutions, etc., and escrow accounts. 
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It maintains a Transfer Department (not a part of the Trust 
Department) which serves as Transfer Agent, Dividend-dis- 
bursing Agent, Depository in the matter of reorganizations, etc. 

Natural Divisions.—The writer is indebted to William H. A. 
Johnson, Assistant Secretary, Continental and Commercial 
Trust and Savings Bank, Chicago, for the following chart and 
explanation of the natural divisions of trust department work: 

ORGANIZATION OF A TRusT DEPARTMENT 


[Trust OrriceR| 








: Ht ee ae 
oc on 
Etobate SUE REEC | Transfer Trusteeships 
Executor Trustee under | Transfer Agent Certification of 
Administrator Agreement | Registrar New Issues 
Conservator Trustee under | Registry of Additional 
Guardian _ Will Bonds Bonds 
Customers’ Dividend-dis- Releases 
Securities bursing Payment of 
Agencies Agent Bonds and 
Coupons 
Sinking Fund 
Calls 
Insurance 
V VI VII VIII 
Reorganiza- Business General Real 
tion Extension Service Estate 
Depositary of » Income Tax Management 
Committees Insurance Appraisals 
Issue of Securities Real Estate 
Interims Messenger Taxes 
Escrows Stenographic 
Exchange of Mail 
Interims for Files 
Permanent 


Pieces 
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“Tn general, Trust Department work may be divided into two 
grand divisions, commonly called ‘Individual’ and ‘Corporate’ 
_trusts. These divisions again subdivide as follows: 


INDIVIDUAL CorPORATE 
Executor Stock Transfers 
Administrator Bond Trusteeships 
Conservator Escrows 
Guardian Reorganizations 


Trustee under Agreement 
Trustee under Will 
Agencies 


“In preparing theforegoing table, the subdivisions were 
assigned with a view to grouping work similar in character, the 
details of which grouping will be more fully explained later. 

“In the general scheme of organization, there would be an 
Assistant Trust Officer in charge of each of Divisions I to V, a 
Manager for Divisions VI and VIII and the General Service 
Division VII would be under the charge of a Chief Clerk. It 
might be well, in particular instances, that Divisions I and II 
and IV and V, depending upon the volume of business, each be 
administered by one officer. The assignment of officers to divi- 
sions would depend, of course, on the volume of work in each.” 


Explanation of Table 


“T. Probate—All matters pending in the probate court are 
grouped under a single heading, as the matters of claims, reports 
and orders can easily be handled by one clerk experienced in the 
routine of the probate court. If the volume of work were suffi- 
cient, this division could be divided into two sections, one cover- 
ing decedents’ estates and one the Conservator and Guardian. 
The details of handling decedents’ estates, whether as Executor 
or as Administrator, are, as far as procedure in the probate court 
is concerned, exactly the same. The handling of Conservator 
and Guardian accounts is very similar. 

“TI. Contractual—Trusteeships under Agreement and Will 
and Agency accounts are all governed by documents creating 
the relationship, and the details of administration are practically 
the same. 
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“TIT. Stock Transfers.—The transfer and registration of stock 
differ but in detail. The registry of bonds is assigned to this 
division, as the release from registration and transfer from holder 
to holder are governed by practically the same rules as the trans- 
fer of title to stock. 

“TV. Bond Trusteeships—This division would have charge of 
the certification of bonds; the issue of additional bonds under 
open mortgage; partial and final releases; follow-up work in 
connection with sinking fund payments; calls of bonds; and the 
maintenance of insurance and the payment of taxes on mortgaged 
property. The payment of bonds and coupons would also be .- 
under the supervision of this division. These duties may, for 
convenience of administration, be grouped into three sections: 
the first covering administrative detail concerned with certifica- 
tion, the issue of additional bonds, and releases; the second 
covering follow-ups for sinking funds, calls, insurance and taxes; 
the third having to do with the payment of maturing principal 
and interest. 

“WV. Reorganization.—This division would actin cases of depos- 
its received for bondholders’ committees, reorganization plans 
of corporations, have charge of escrows and the issue of interim 
receipts. The issue of interim receipts is assigned to this division, 
as it is presumed that temporary bonds in large denominations 
would be certified and deposited, against which convenient 
denomination interims would be issued. Thus, this division 
becomes a security division having to do with securities deposited 
for special purposes and generally for short periods of time. 

“VI. Business Extension.—The suggestion of a division for new 
business in a trust department is a matter of policy. Whether 
this division should not be eliminated from the Trust Department 
and considered solely as a section of the New Business Depart- 
ment of the bank is one to be determined in particular instances. 

“WII. General Service—In the proposed scheme of organiza- 
tion, each division would have its own special clerks and book- 
keepers, and a secretary would be assigned to each division head. 
However, certain matters which are general, and of which no divi- 
sion would have a sufficient volume to engage the entire attention 
of one or more clerks, must be covered by general men available 
to the department. These would cover the distribution of mail, 
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filing, clerk in general charge of all securities, the internal and 
external messenger force, stenographers for general purposes, 
experienced insurance and income tax men. 

“VIII. Real Estate—This division would have charge of the 
management of real estate committed to the Trust Department 
as Conservator or Guardian, under Trusteeships or Agencies, 
and would be of assistance to the Bond Trustee and Reorganiza- 
tion Divisions in the matter of appraisals and clearing up tax 
matters. 

“The general scheme of organization calls for a Trust Officer in 
general charge of the Department, and for Assistant Trust 
Officers in charge of one or more subdivisions as may be created 
according to the volume of business handled by the Department. 
In many instances, it would be advisable to have junior officers in 
charge of subdivisions, but the work may be handled by Chief 
Clerks or Managers if it is not thought best to give an official 
position to the heads of these divisions. 

“By the proposed scheme, each officer has definite duties 
assigned to him. By proper selection of assistants and section 
chiefs, all business coming to the department could be efficiently 
attended to. The dispatch of business would be hastened if 
everyone knew the particular officer who was responsible for a 
certain class of business, and immediate reference to that division 
would save the time of all concerned. 

“The titles of Trust Officer and Assistant Trust Officer are 
used, as there appears to be no good reason for the somewhat 
uncertain titles of Secretary and Assistant Secretary. Of course, 
there are a large number of documents that must be executed 
by the Secretary or an Assistant Secretary, and the various 
officers, while officially known as Trust Officer and Assistant 
Trust Officers, could also have the authority of the Secretary and 
Assistant Secretaries for use in such cases.” 
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CHAPTER VI 
TRUST ACCOUNTING 


Trust accounting differs in some important features from bank 
accounting and from commercial accounting. An essential fact 
is that, except as to certain general records, the fiduciary is not 
keeping its own books, but the books of the trust for which it is 
acting. The idea of proprietorship is absent. A trust depart- 
ment handles a large number of trusts, but it may not forget 
that each trust is a separate, distinct entity, of which the 
department is not a part but for which the department acts. 
Property delivered to the fiduciary is not to be mingled with its 
own assets—it is to be kept separate from the assets of the fidu- 
ciary and from the assets of all other trusts. Not only that, but 
each item of property must be clearly accounted for even if it 
passes through several changes of form during the course of the 
administration. While each trust or estate has its own peculiari- 
ties, and may be very simple or very complex, trust department 
accounting must provide a system which will properly care for 
all with a minimum of work and cost. 

Clearness and Accuracy.—In any accounting system clearness 
and accuracy are desirable; in trust accounting they are indis- 
pensable. Clearness requires that entries be full enough to be 
understood. In estate administration particularly, the account- 
ing is not a side issue but is an integral part of the work. The 
fiduciary is charged with certain property, and his discharge is 
evidenced by proper records. In many cases he is not responsible 
for results, but is responsible for a clear record of his proceedings. 

The Accountant.—The accountant in charge must, of course, 
thoroughly understand the principles of accounting, and must be 
familiar with the special requirements of trust accounting. He 
must know the distinction between principal or corpus and 
income, must understand the amortization of premiums and the 
adjustment of discounts and must learn how to prepare tax 
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returns and to keep his records so as to avoid unnecessary work 
in the making of tax returns and in the rendering of statements 
and reports. In probate trusts the whole system of accounts 
should be based upon the requirements of the final accounting, 
the form of which varies somewhat in different states. 

Corpus and Income.—Throughout all of the accounting a care- 
ful distinction between corpus and income must be maintained. 
This is essential for accounting to the court or to beneficiaries, for 
tax purposes and for final distributions. In trusts which involve 
conflicting interests of life tenants and remaindermen the dis- 
tinction is vital. In some cases the distinction is easily main- 
tained; in others it is difficult and requires a thorough 
understanding of legal and investment technicalities. 

Loose-leaf Records.—In recent years the tendency in trust 
department records, as in other records, has been decidedly 
towards the use of loose-leaf books and cards instead of bound 
books. The advantages of the system are numerous, including 
the ease. with which alphabetical or chronological arrangement 
may be maintained, the use of portions of a book by several 
persons at the same time, the postings from yesterday’s journal 
while another sheet is used for today’s work and the making 
of entries by machines and the duplication of entries at one 
operation. The chief objections to the system are the possibility 
of losing, mislaying or misfiling a sheet or card (which in practice 
has not proved to be a serious objection), and, from the legal view- 
point, the ease with which original records may be removed and 
falsified records substituted. 

The laws of some of the states prohibit the use of loose-leaf 
records by fiduciaries, especially for books of original entry. 
The trust department accountant, therefore, should be familiar 
with the laws of his own state regarding this matter. 

Labor-saving Devices.—The use of machines instead of pen 
and ink for bookkeeping and various clerical operations is growing 
rapidly, and some trust departments now make practically all of 
their entries by machine. Where the volume of work is large the 
machine system speeds up the work, does it at less cost and pro- 
duces a record which is easier to read and neater in appearance. 

Perhaps the most important time-and labor-saving device is 
that of duplicating entries at one operation by the use of carbon 
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copies, an operation which is, of course, greatly facilitated by the 
use of machines, and in some cases is possible only through their 
use. For example, when an original debit or credit ticket is 
made out, by the use of carbon sheets the one operation may be 
made to produce as many copies as may be wanted for the use of 
the bookkeepers, the auditor, the tickler clerks, ete. The printed 
matter on each copy may show for whose use it is intended, and 
may include such general directions as are needed, but the one 
original entry will answer for all. When a trust department 
check is made out, the use of carbon paper permits the making 
of a cash credit ticket, an advice of remittance, and such other 
tickets as may be wanted, at one operation. The forms may be 
prepared for use in a window envelope, thus saving another oper- 
ation, addressing the envelope. The duplicating plan may be 
used for various form letters and advices, receipts, auditor’s stubs, 
maturity cards, index cards, ete. 

A recent innovation uses the commercial camera in rendering 
statements to beneficiaries and others. A photostat copy of the 
ledger account is made and is sent in lieu of a typewritten copy 
of the account. The saving in time and work is evident, for the 
photostat copy needs no correction nor proofreading, and at the 
same time assures the beneficiary of a statement according to 
the books. 

Danger of Oversight.—The administration of estates involves 
a multitude of important details which must be looked after 
without fail at the proper times. Reminders to attend to these 
matters must be provided by the tickler system, which should be 
carefully handled. But how is one to know that all of the neces- 
sary ticklers have been made out and properly filed? To answer 
this question satisfactorily, many progressive trust departments 
have printed forms which list each of the items for which a 
tickler or memorandum is to be made; and require that each item 
be initialed by the clerk who is charged with the duty of making 
‘out the tickler. 

Access to Securities.—It is a well-established principle in trust 
department work that no one officer should have access to the 


1See Trust Companies, vol. 29, p. 577, for a very instructive article on 
Trust Department Accounting by Machine, by J. A. Russell of the Northern 
Trust Company of Chicago, which was a pioneer in the installation of labor- 
saving devices. 
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securities or the vaults, but that these should be under the 
joint control of two persons, preferably an officer or head clerk 
and a representative of the audit department. In no case should 
the same person have access to both the books and the securities. 

Audit.—Every trust department should be under continuous 
audit. The purpose of the audit should include the discovery and 
remedy of omissions to attend to details as well as the discovery 
of errors and the safeguarding of cash, securities and other 
property. In large institutions the auditors often constitute a 
part of the general auditing staff. In banks which are just 
beginning the exercise of trust functions the work may be done 
by the bank auditors, but it is better to have a special trust 
department auditor. In all cases it is essential that the head of 
the audit department report to and be responsible to someone in 
higher authority than the head of the trust department—pref- 
erably to the board of directors. 

Accounting System.—There is great diversity in the details 
of the accounting systems employed by trust departments. 
The systems in use are determined by the experience and the 
predilections of the officers in control and by the special needs 
as determined by the’conditions in each department, and often 
are the results of gradual evolution. Few if any systems are 
perfect in all details, and it is the part of wisdom to be on the 
watch for improvements. There is a great difference in the 
forms and records needed by the very small and by the very large 
companies. For small companies and for those which are just 
starting trust departments, the most important consideration is 
to install a system which is capable of expansion as business 
grows. 

In treating of forms and records it has seemed best to show 
those in actual use as complete systems; and in the three chapters 
next following are shown the systems of a large, a medium-sized 
and a small trust department. 


o4 TRUST DEPARTMENTS 


Suggestions for Reading 


*BauGH and ScHMEISssER: ‘‘Theory and Practice of Estate Accounting.”’ 

Cots, Saran R. B.: “Is the Life Tenant or Remainderman of Stock 
Entitled to Extraordinary Cash or Stock Dividends?” Trust Com- 
panies, vol. 27, p. 143. 

*CoNnYNGTON, Knapp and PinkERTON: ‘Wills, Estates and Trusts,” vol. 1, 
chap. XXV, pp. 215-220, and vol. 2, chaps. LXIV to LXXV, pp. 
565-705, discuss general principles and give detailed entries and 
instructions. Vol. 2, part 7, pp. 709-769 shows numerous forms and 
records. 

CrosweE.L, Harris: ‘Accurate Method Saves Time in Copying Trust 
Statements,’ Bankers Monthly, February, 1924, p. 30. 

GraBER, J. J., JR.: “Trust Accounting,’’ Proceedings Fourth Midwinter 
Conference Trust Companies of the United States (1923), pp. 122- 
128; also in Trust Companies, vol. 36, p. 321. 

*GREELEY, Haroup D.: ‘‘Estate Accounting.” 

Hammett, CHARLES E.: ‘‘Problems Encountered in Establishing a Trust 
Department,” Trust Companies, vol. 36, pp. 477-480, 543. (Discusses 
accounting. ) 

“Trust Accounting,’ American Bankers Association Journal, vol. 12, 
pp. 294-296. 

*Herrick, Cuay: ‘‘Trust Companies,’ chap. VI, pp. 100-161, shows and 
describes numerous forms and records. 

Hupston, J. W.: ‘Organizing a Trust Department in a National Bank.” 
(Treats of trust accounting.) American Bankers Association Journal, 
vol. 16, pp. 581, 582. 

‘““Some Important Pointers in Handling Trust Business,’ 
Monthly, June, 1924, p. 26. 

*KIRKBRIDE, STERRETT and Wits: “The Modern Trust Company,” 
chaps. XIII, XIV and XV, pp. 259-359, give descriptions of forms with 
discussions of duties and reproduce some forms. 

LEAVELL, B. ASHLEY and Linn, Artuur J.: “ Accounting Requirements for 
Newly Installed Trust Departments,” Trust Companies, vol. 39, p. 721. 

*Mappen, J. T.: “Fiduciary Accounting.” 

Murray, Ropinson: ‘‘ Bookkeeping by Machinery as Applied to Trust 
Company Departments,”’ Trust Companies, vol. 23, p. 34. 

Neruu, Rosert: ‘Simplified Accounting Forms and Procedure in Opera- 
ting Trust Departments of National Banks,” Trust Companies, vol. 38, 
p. 505. 

Roseserry, L. H.: ‘Standardization of Trust Forms and Indentures,” 
Trust Companies, vol. 29, p. 18. 

Russett, J. A.: “Trust Department Accounting by Machine,” Trust 
Companies, vol. 29, pp. 577-580. (With illustrations of forms.) 


’ Bankers 


* Items thus marked are published books, which are more fully described 
in the Bibliography. Other items are references to periodicals or 
proceedings. 
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Saurers, Eart A.: “Accountants’ Handbook.” Section 21, pp. 1058-1087, 
describes accounting of fiduciaries. 

SaywarpD, Percevau: “Insurance Records of the Trust Department,” 
Bulletin American Institute of Banking, January, 1920, p. 62. 

Sears, Joun H.: ‘Apportionment between Life Tenants and Remainder- 
men,”’ Trust Companies, vol. 21, p. 129. 

Sropparp, W. L.: “Analyzing Trust Department Income,” Trust Com- 
panies, vol. 38, p. 536. 

Srone, Raupu: ‘Practical Plan of Cost Accounting for Trust Companies,”’ 
Proceedings Fourth Midwinter Conference, Trust Companies of the 
United States (1923) p. 80, also in Trust Companies, vol. 36, pp. 165 
and 387. 

Tart, Carteton E.: “Trust Department Accounting Methods,’’ Pro- 
ceedings Departmental Conferences, American Institute of Banking, 
1924, p. 81. 

Torron, Frank M.: “Trust Department Records and Accounting,” 
Proceedings Departmental Conferences American Institute of Banking, 
1923, pp. 301-304. 

Trust Company Section, California Bankers Association, ‘‘ Revised Com- 
pilation of Standard Trust Forms.” 

VeRDELIN, Henry: ‘‘An Accounting System for the Average Trust 
Company,”’ Proceedings Departmental Conferences, American Insti- 
tute of Banking, 1924, p. 731; same article in Trust Companies, vol. 39, 
p. 165. 

VrerRuinGc, Freperick: ‘Some Practical Questions of Fiduciary Account- 
ing Answered,” Trust Companies, vol. 35, p. 143. 

“Amortization of Premiums and Accumulation of Discounts on Trust 
Investments,” Trust Companies, vol. 32, p. 151; vol. 35, p. 143; 
vol. 36, p. 177. Comments by trust officers on Mr. Vierling’s articles 
are found in vol. 36, pp. 301-305 and 489-497. In vol. 36, p. 737 is an 
article by Frederick Geller on the Law and Practice in New York in 
this matter. 

“Providing Detailed Data on All Trust Records,” Bankers Monthly, 
May, 1924, p. 12. 

Wetnerser, Cuaries B.: ‘Recording Deposits of Securities under 
Reorganizations and Similar Agreements,” Trust Companies, vol. 36 
p. 603. 

See also Suggestions for Reading under chap. X, Audit and Control. 


CHAPTER VII 


FORMS AND RECORDS OF A LARGE TRUST 
DEPARTMENT 


Through the courtesy of the Bankers Trust Company of New 
York City, there is here reproduced a complete set of the forms 
and records used in its trust department. Some time ago this 
company printed a booklet giving its forms and records with 
descriptions. This chapter is a reprint of that booklet, with 
substitutions of revised forms made since the booklet was pub- 
lished, and with a supplement showing new forms added. 


TRUST DEPARTMENT RECORDS OF BANKERS TRUST COMPANY 


The fiduciary branch of our business, as distinguished from our 
Banking Department, is divided into two main departments, the 
Trust and Corporate Agency Departments. These departments 
are again subdivided as follows: 


Trust DEPARTMENT: 
Corporate Division 
Personal Division 
Customers’ Securities Division 
CorPORATE AGENCY DEPARTMENT: 
Transfer Division 
Registration Division 
Reorganization Division 
Coupon Division 


While this pamphlet is intended primarily as an outline of the 
Trust Department, we shall cover very briefly the main features 
of the Corporate Agency Department. 

It is our intention in the following pages first to describe the 
primary records of the three divisions of the Trust Department 
and then the general records of the department, after which we 
will briefly outline such matters of interest as the protection of 
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securities, including examinations, verifications and vault control, 
the audit of the Trust Department, the protection of investments, 
advertising, etc. 

Before proceeding farther, it is well to explain that this Com- 
pany has adopted the loose-leaf record for all books except those 
of original entry. With the safeguards furnished by the Auditing 
Department it is our belief that these records are as safe as bound 
books, and there are many known advantages in respect to facility 
of expansion and efficiency in handling which induce us to 
recommend the general use of such records in the Trust 
Department. 

CORPORATE DIVISION 


Record of Trusts 


In this record is kept the complete history of the day-to-day 
events of each corporate trust except the record of securities held, 
which is kept in a separate binder to facilitate posting and exami- 
nation. The story of each trust is compiled on as many of the 
following sheets (Forms 1 to 6) as may be necessary: 

History of Trusts (see Form 1).—The heading of this sheet is 
prepared for a brief synopsis of the main points of the trust. 
Following this summary is a printed schedule of the documents 
usually required upon the opening of such a trust, which is 
followed by the history of the administration of the trust. 
Promptly upon receipt of a new trust, the Indenture is examined 
and the synopsis completed. The documents authorizing the 
setting up of the trust are then entered. The subsequent entries 
(daily history of events) are also made from documents pertain- 
ing to the trust. 

Documents before entry are assigned a number, which is 
placed on the back, with a brief statement showing what 
the paper represents and the transaction to which it refers. The 
document number and the statement are transcribed} on 
the History of Trust sheets. Thus, a chronological history of the, 
administration of the trust, as well as a complete document index 
is made up. The method of handling documents is more com- 
pletely explained in the paragraph regarding filing on page 87. 

Record of Bonds Issued (see Form 2).—This sheet largely 
explains itself. The entries in the columns ‘‘ Bonds Received,” 
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“Bonds Delivered” and “Bonds Canceled’’ are made from the 
Blotter (Form 7). The entries in ‘‘ Bonds Certified’? column 
are posted from the book of original entry, the Certification Blotter 
(Form 8). The balance column indicates the amount of bonds 
outstanding under the indenture. The last two columns are used 
for memoranda entries indicating the amount of bonds held in 
our vaults, awaiting certification or delivery. 

Summary Sheet (see Form 3).—This sheet is used, in the case 
of the larger modern mortgages authorizing the issue of bonds 
under a number of different sections, to provide a continuous 
record of the amount of bonds outstanding under each section 
and a check on a possible overissue under any particular section. 
The entries on this sheet are made from the Blotter and Certifica- 
tion Blotter at the time the postings are made to the Record of 
Bonds Issued sheet. 

Exchange Sheet (see Form 4).—This sheet is kept in a loose- 
leaf binder and forms the detailed record of security exchanges. 
The number of the Exchanges Ticket (Form 4A) is given with 
each entry for ready reference to the customers’ receipt. The 
sheet when completed is transferred to the Record of Trusts. . 

Form 4A is a numbered ticket issued against the deposit of 
securities received (a) for exchange from temporary to permanent 
form; (b) for “‘splits,”’ that is, exchanges of one denomination for 
another, and (c) other exchanges of securities under a Trust Inden- 
ture. The ticket is divided into three sections: (1) the customer’s 
receipt; (2) the memoranda stub which gives details of the trans- 
action and remains with the new securities until they are delivered; 
(3) the auditor’s stub which accompanies the canceled securities. 

Form 4B, an Exchange Register, is a record of all exchange 
tickets and shows their classification. As securities are delivered 
upon the surrender of customers’ receipts, they are dated off, so 
that the Register constitutes a record of securities on hand 
awaiting delivery. 

Redemption Sheet (see Form 5).—This sheet is similar in 
principle to the Exchange Record, and is used at the counter to 
record partial payments under corporate indentures or payment 
of serial maturities of bonds. As in the previous instance, the 
sheet is transferred to the permanent Record of Trusts when 
complete. 








Total Delivery 


ORTGAG 


AUTHORIZED ISSUL 


Form 3.—Summary sheet. 





Authorized Amount 
Rachon, 


of this 


Title of Trust 








DETAILED DELIVERIES and BOND EXCHANGES 
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RECEIVED IN EXCHANGE 
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~Kxchange sheet. 


Form 4. 
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Form 5.— Redemption sheet. 


SECURITIES HELD UNDER TRUST DEED 


Details (from whom received or delivered to, certificate numbers, etc.) 





ACCOUNT 





Title of Trust 











Form 6,—Securities record. 
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Securities Record (see Form 6).—This record, although a part 
of the Record of Trusts, is kept in a separate binder for con- 
venience in posting and during examinations. The entries 
therein are made from the Corporate Blotter. While this sheet is 
somewhat different in form from the Securities Record in the 
Customers’ Securities Division, the principles involved are the 
same. 

Corporate Blotter (see Form 7).—This blotter is the book of 
original entry of the receipt and delivery of all securities by the 
Corporate Division, including securities received for certification. 
It also records the cancellation of securities under corporate 
indentures, but does not record the certification of such securities. 
All entries in this record are made from vault slips, which are 
explained in the paragraphs referring to vault control. From this 
Blotter and from the Certification Blotter, which we will next 
describe, postings are made to Forms 2, 3 and 6 of the Record 
of Trusts. 


BANKERS TRUST COMPANY 


DE — TRUST DEPARTMENT SIGNATURE SLIP NO. 


TITLE TOMES -  *_ BATE 
DENOMINATION $ ipa CERTIFY THE FOLLOWING BONDS 


Nos AMOUNT $ —__SCdDENOMINATION $ 


ne NOS _____AMOUNT $ eae 
FORM OF BOND HAS BEEN 

EXAMINED FOR EXECUTION BY____ COMPARED WITH MORTGAGE APPROVED FOR EXECUTION 
AND ISSUE IS PROPER ie 

EXAM’D. FOR CERTIFICATION BY. Ri ie alee ae a 
INITIALED BY THE SIGNING 

alae OFFICER AND PLACEO IN BIGNING 

AUDITORS 00x OFFICER 





Form 8.—Certification blotter. Form SA. 


Certification Blotter (see Form 8).—This book is designed to 
record, authorize and provide a means for the audit of the certifi- 
cation of securities under corporate indentures. Under each 
sheet of this record is a corresponding sheet perforated where 
this sheet is ruled. A carbon copy of each entry is made on a 
perforated page (see Form 8A), which is detached, initialed by 
an officer of the Trust Department, and presented to the officer 
certifying the bonds as his authority for so doing. The signing 
officer retains the slip and delivers it to the Auditing Department. 

These tickets, Form 8 and Form 8A, are prepared in book 
form, 12 on a page, the original (Form 8) remaining in the book, 
constituting the permanent blotter record. 
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In addition to the above, which constitute the primary records 
of the Corporate Division, a number of special books are used. 
Among the most important of these are the following: 

Insurance Record (see Form 9).—This record is designed to 
record the insurance policies delivered to us under corporate 
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Form 11.—Tickler. 


indentures and to present a tickler of the maturities of such 
policies. 

Vault Index (see Form 10).—This is a card index of securities of 
all kinds placed in our vault subject to the control of this Division. 
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Tickler System (see Form 11).—A general card index tickler is 
maintained. These cards are filed alphabetically, while the 
monthly tabs at the top index them by date. 

Record of Trust Deed Requirements (see Form 12).—This 
record is a tickler of trust deed requirements, that is, matters 
relating to corporate indentures which require periodical atten- 
tion by the Trustee. There is no reason why these items cannot 


RESEARCH SHEET 


Re lssue of $ under Article 
Authorized Issue under Indenture under this Section $ 


Total Issue to Date, (incl. thls Issue,) under Indenture $ 


ls “e «a §$ 
Balance unissued under Indenture $ “ « $ 
REMARKS 


Indenture Recorded? __- 
Mortgage Tax Paid? 
Wer Tax Paid? 





Consents Required 


By Bondholilers Committee 





4 Pinance 






































Form 13.—Research sheet. 


be carried on the regular tickler, but we find this form more - 


convenient, particularly when trust requirements are not fulfilled 
promptly. In this record the pages for each month are kept open 
until all requirements are fulfilled or satisfactorily adjusted. - If 
the record is kept with the general tickler, there is always a 
possibility that the card covering delayed requirements might be 
overlooked, unless it is removed from the file, and the removing of 
cards from such an index is contrary to good practice. 


ry 
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This Division also maintains, at the special request of certain 
of its corporate clients, a number of special land and conversion 
records. These are used to record transactions involving the 
release of lands under indentures where frequent releases are 
required, and to record the conversion of notes or bonds into 
other forms of security, where such conversion is permitted by 
the indenture. 

Research Sheet (see Form 13).—This sheet has been prepared, 
in order that a proper check of the requirements of the indenture 
and other important matters may be made, upon each applica- 
tion for the issue of bonds. The result of the investigation is 
recorded on this sheet and presented to an officer for approval. 
This sheet is filed with the other papers relating to the particular 
issue, as evidence of the research. The reproduction of this 
sheet indicates the scope of the investigation. 


PERSONAL DIVISION 


The records of this Division are based on the same principles 
as those of the Corporate Division. The Record of Trusts 
contains three sheets: 


Trusts Record (see Form 14). 
Estate Record (see Form 15). 
Escrow Record (see Form 16). 


It will be noticed that each sheet contains space at the head for 
a synopsis of the trust, similar to that prepared by the Corporate 
Division. Following this is recorded a daily history of the 
administration of the trust. The Securities Record and Blotter 
of this Division are similar in principle and of only slightly dif- 
ferent form from the same records used by the Customers’ 
Securities Division. 

Form 17 represents the voucher in use by the Trust Depart- 
ment. It is shown here, as its use is limited amost entirely to 
the Personal Division. The voucher is taken in duplicate, per- 
mitting one counterpart to be filed at Court with our accounts 
and the other retained in our files. 

Form 18 (three cards) is the Trust Investment Record, a card 
index of the investments held for each trust, and is maintained 
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File No. 


BANKERS TRUST CO., as 


Date of Acceptance Through whom received 


Compensation: On principal 
Payable 


On income 
Payable 


Disposition of Income and names of Beneficiaries (with dates of birth of minors) 


Date of expiration and disposition of principal 


Restrictions of Investment 


Proxy instructions Amortization 

Treatment of extraordinary Cash Dividends of Stock Dividends 
Residence of donor or testator Revocable or Irrevocable 
Cost to Donor or Date of Acquisition values as basis for determining Federal profit or loss 


Special Instructions 


Form 14.—Trusts record. 
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BANKERS TRUST CO., as 


Date of Acceptance Through whom received 


Compensation 


Parties to Agreement 


Provisions of Agreement 


Expiration of Agreement 





Form 16.—Escrow record. 
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for the convenience of the officers and committees reviewing 
such investments. 

Form 19 is our Bond and Mortgage Trust Investment Record, 
a special record designed to record any Real Estate bonds and 
mortgages in which trust funds may be invested. It records the 
complete history of each investment of this class, as well as serving 


Duplicate 
To 
Received from BANKERS TRUST COMPANY 


The Sum of 
Dollars 


. In Full Settlement of 


0 .\, 


Please Sign and Return both Original and Duplicate to 
BANKERS TRUST COMPANY, 16 Wall Street, New York Cit: 





Form 17.—(First sheet) voucher. 


Cj Purm 26 Acct’g 
Dated... Jumber 


i sms 
DCm BANEERS TRUST COMPANY 


SS 
ollars 
In Full Settlement of 


OO 


eee Se eee ee eer eee ae 
Please Sign and Return both Original and Duplicate to 
BANKERS TRUST COMPANY, 16 Wall Street, New York Cit 


a 
3 
2 
> 
: 
a 


- 
se 
3 
- 
& 
3 
2 
3 
- 
s 
~ 


O 





Form 17.—(Second sheet) voucher. 


as a tickler of interest payments, maturity dates and insurance 
expirations. 

The necessary notations covering the amortization of invest- 
ments and dates of remittances on trusts are kept on the tickler 
eards of this Division. 
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SHORT TI 













SHORT TITLE 


Fice LETTER 
COMPLETE TITLE No. OF CARD: 
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CLASS OF INVESTMENTS 





MAY Yes REVOCABLE 
CANNOT RETAIN ORIGINAL INVESTMENTS AMORTIZE PREMIUMS IRREVOCABLE 
MUST. No TESTAMENTARY 


INVESTMENTS CONTROLLED BY apes F | 


DONOR FEDERAL TAX VALUE 
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DISPOSITION OF—STOCK DIVIDENDS INCOME EXTRAORDINARY CASH INCOME RIGHTS 
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REMARKS TRUST PROVISIONS ANALYZED BY 





Form 18B.—Trust investment record. 
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Form 18C.—Trust investment record. 


The officers of the Trust Department are kept supplied with 
a current list of uninvested trust funds. As a suitable invest- 
ment is offered, they recommend it at the next meeting of the 
Investment Committee. The investment is then submitted to 
the Executive Committee, for final approval. 

At this point we should like to impress upon the reader the 
advantages of a systematic advertising campaign to educate the 
public to the benefits of trust estate management by banking 
institutions. It is our belief that this function can be advertised 
with direct results. The advertising campaigns which have 
been carried on by leading trust companies have done much—and 
we believe will do more—to educate the public to the advantage 
of corporate management of trust estates. We hope that all 
fiduciary institutions will realize that they should do their part 
in this educational advertising. The result is beneficial not only 
to the financial institutions maintaining fiduciary departments, 
but also as a matter of public welfare. 


CUSTOMERS’ SECURITIES DIVISION 
Since this division has to do merely with the custody of securi- 
ties and the collection of income therefrom, its principal records 
consist of a security ledger, blotter, and collection book (see Forms 
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20, 21 and 28). These records, to a large extent, explain them- 
selves. In addition to the security records of the three divisions 
of the Trust Department, a card index of all securities held by 
the Trust Department, indexed under the name of the security, 
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Bond and mortgage trust investment record. 


ACCOUNT OF 





Form 19.—(Back page.) 
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is kept in what we eall the Property record (see Forms 22). 
Through this index we are enabled quickly to determine the 
names of our clients for whom a specified security is held, and are 
so ready to notify them promptly if information comes to us 
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Security ledger. 


Form 20. 
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Form 21.—Blotter. 
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Form 22(A).—Index of securities. 
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Form 22(B).—Index of securities. 
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BONDS 


INTEREST PAYABLE PRINCIPAL OUE 


Form 22(C).—Index of securities. 


regarding a security which we feel requires attention or action 
on the part of our clients holding such security. 

This department does not limit itself strictly to the custody 
of securities, but collects the income therefrom, watches the 
securities for redemptions, sinking funds, rights, etc., and pre- 
pares income tax certificates on behalf of its customers and 
renders annual income statements for use in connection with the 
Federal and State Income Tax returns. 

The vault slips in use in this department (see Forms 36 to 39) 
are the same as in use by other departments, except that the vault 
deposit and vault delivery slips are made in duplicate, the original 
being sent to the vault and the carbons acting as a detail journal 
or blotter entry, being passed direct to the ledger. The blotter 
(Form 21) is merely a summary of the totals represented by such 
slips. In case of the temporary withdrawal (Form 39) four 
counterparts of each slip are made, the original going to the vault 
on the initial transaction, the second copy acting as the blotter 
entry on that transaction, the third copy going to the vault upon 
completion of the transaction and the fourth copy acting as a 
blotter entry on the completion of the transaction. 
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The temporary deposit slip (Form 37) is made in triplicate, 
the original going to the Auditing Department at the time of the 
initial transaction and the second copy, upon completion of 
the transaction, is also forwarded to the Auditing Department. 
The third copy acts as a department record. Items on this form 
are not passed to the security record, as they are of temporary 
nature only. 

The security ledger (see Form 20), while the same in principle 
as the ledgers used by the Corporate and Personal Divisions, 
are somewhat different in form, particularly as one ledger sheet is 
made out for each class of security. Attached to these sheets are 
tabs covering the usual periods at which interest or dividends 
are paid, so that the ledger sheets form a collection tickler from 
which the collection blotter is written up and checked to the 
coupons as cut and the dividends as received. 


GENERAL 


With the preceding outline of the primary records of the respec- 
tive Divisions in mind, we shall endeavor to explain the general 
records and the results accomplished by some of them. 


BANKERS TRUST COMPANY TRUST DEPT. MEMO. 





The Charge Ticket 2 similar except for the wabetitution 
of the word charge for credit. 


Form 24.—Credit ticket. Form 25.—Memorandum ticket. (See 
also Form 61.) 


Cash Records, Journal (see Form 23).—All entries involving 
the receipt or payment of cash are entered on this journal. The 
entries are based on debit or credit tickets (see Form 24), or 
Trust Department memo tickets (see Form 25). The memo 
ticket is used to cover entries to be posted to the Trust Ledger, 
while the debit and credit tickets are used for entries going 
through to the books of the Banking Department. All of these 
tickets must be officially initialed before they are entered in the 
journal. Form 27 is the Reconcilement Sheet prepared each day 
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Form 26.—Trust ledger. 


by the chief bookkeeper of the 
Trust Department after he has 
closed his journal. This is sent 
to the general bookkeeper of 
the Trust Company, together 
with the journal, and serves as 
a summary for his entries and is 
retained for his files. Before the 
journal and Reconcilement Sheet 
are sent to the general book- 
keeper, the Trust Department 
bookkeeper is required to rec- 
oncile his balances with each of 
the other Departments of the 
Trust Company, thus insuring 
the general bookkeeper against 
differences arising through inter- 
departmental relations. 

Trust Ledger (see Form 26). 
This ledger explains itself. 
Entries are made from the Trust 
Department memo tickets and 
are checked back the following 
morning with the entries made in 
the Trust Department journal. 
The columns separating princi- 
pal and interest are used only in 
the case of trusts requiring such 
segregation. The columns pro- 
viding for the accrual of interest 
do away with the necessity for 
a separate interest ledger and 
permit the bookkeepers to accrue 
their interest as they make their 
postings. 

Collection Register (see Form 
28).—This record is designed to 
relieve the Trust Department 
journal of the great detail 
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lved in the collection of income by the Trust Department. It 


permits a single entry in the journal for each day’s collections. 


invo 


The register is 


Postings are made to the ledgers from this register. 








TRUST DEPARTMENT—PROOF SHEET 
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Form 27.—Reconcilement sheet. 
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divided into two books, one for collections to be credited to accounts 


on the Trust Ledger and the other for collections to be credited to 
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Collection register. 
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Form 28.—(Left hand page.) 
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Form 28.—(Right hand page.) 
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Bill register. 


(Left hand page.) 
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Form 29. 


BANKERS TRUST CO. 
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DISBURSEMENTS OR ADVANCES 


DETAILS 





BALANCE 
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Form 30.—Commission ledger. 


accounts on the ledgers of the Banking 
Department. All collections of the 
Trust Department go through these 
two records. These registers are 
made up monthly from the Securities 
Record by one set of clerks; the 
coupons and other evidences of inter- 
est are detached from the securities 
by a different set of clerksand checked 
to the register before they are sent for 
collection. Dividends, of course, can 
be checked to the register only as the 
checks are received. 

Commission Record.—Form 29 
represents the Bill Register. All bills 
of the Trust Department are num- 
bered, are used consecutively and all 
must be accounted for. The entries 
in the register are made from the bills 
themselves, after which the bills are 
posted in the Commission Ledger (see 
Form 30). This ledger, it will be 
noted, also provides for a record of 
advances under trusts, the total of 
which is carried as a debit balance in 
an account entitled “‘Accounts Re- 
ceivable” on the Trust Ledger. All 
entries involving cash on this ledger 
are made from the Trust Depart- 
ment journal. The method of billing 
is as follows: 

There is a commission tickler cov- 
ering all fixed annual fees. Com- 
missions on income are deducted as 
the income is remitted. Commissions 
from corporate trusts are collected by 
the use of the tickler and from the 
information presented by the Corpo- 
rate Blotter, showing bonds delivered 
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under corporate trusts and the Record of Documents Executed, 
and the Redemption Record. 

The Trust Department bookkeeper prepares a monthly state- 
ment of earnings of the Department as compared with the earnings 
for preceding periods, attached to which is a list of outstanding 
bills and the estimated earnings for the remainder of the year. 
Form 31 is the voucher used in connection with payments on 


DISBURSEMENT VOUCHER. 
TRUST DEPARTMENT 
New YORK, 


ENCLOSED FIND CHECK FROM BANKERS TRUST COMPANY IN SETTLEMENT OF BILLS ATTACHED: 


RECEIVED of the BANKERS TRUST COMPANY, 16 Wall Street, New York Wall Street, New York City 
a ee 


in full settlement of account stated above. 
KINOLY RECEIPT AND RETURN 





Form 31.—Voucher. 


Accounts Receivable. This voucher is not taken in duplicate, 
but is filed with the bill to which it refers and, in case of necessity, 
can be used by us to establish our claim for the sum disbursed. 


FILING 


Our Trust Department files are divided into two main subdivi- 
sions, correspondence files and document files. In connection 
with these files there is maintained a follow-up and matters-pend- 
ing card index (see Form 32). Each morning the previous day’s 
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mail, both incoming and outgoing, is examined and a follow-up 
card made for each item requiring further attention. It often 
happens that papers are received by the Trust Department in 
incomplete form requiring future attention. In this case a 
follow-up card is attached to the papers. The card is marked 
“pending” and the papers placed in the pending file, which is 
alphabetically arranged. The card is taken out by the filing 
clerk on the day set and the pending papers attached, thus auto- 
matically bringing to the attention of the department all matters 
which require attention. All papers going into the correspond- 
ence files are marked for filing by a responsible clerk in the 
department. Papers going into the document files are stamped 
‘““documents”’ in the upper left-hand corner and are next day 


MR. FOLLOW UP 


ACCOUNT 


DETAILS 





Form 32.—Follow-up index. 


presented to the clerk who is assigned to “‘brief’’ these papers. 
He dictates a short statement to be placed on the back of each 
document indicating what it is and the transaction to which it 
refers. Each document is then assigned a document number by 
the file clerk, who also inserts on the back the file number of the 
trust to which it refers. These documents are then sent to the 
clerks in charge of the History of Trust Records, both personal 
and corporate, and are entered on those records. Each entry 
bears the document number. After entry the documents are 
filed in vertical files, each file being subdivided as necessity dic- 
tates. The entry on the Trust Record not only constitutes a 
history of the administration of the trust, but also a complex 
index of documents. 
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Corporate Trust Department. File No... —.—. 
Date executed....... 


MORTGAGE EXAMINATION GUIDE No. of cu ss ha a 


Conned oes 


Procedure to be observed in setting up Corporate Trust Department Records. Enter 
the following symbols in the column at the left to indicate action taken with respect to 
each requirement: 


V=Fulfilled. F=Follow-up card prepared. @=Not applicable. 


Enter execution in (a) Documents Executed Record, (b) New Business Record. 
Report to (a) Officers’ Meeting, (b) Executive Committee, (c) Development Department. 
Prepare “History of Trust” Sheet. 
(a) Enter in ink the number of original counterparts executed and in pencil the number on file. 
(b) Enter document file number in red ink. 
Prepare Index Cards (a) Window file, (b) Officer’s desk file, (c) Statistical Department, (d) Information desk file. 
Send New Business Memos to: 
(a) Bond Registration Department, when Bankers Trust Company is Registrar. 
(b) Coupon Paying Department, when Bankers Trust Company is Coupon Paying Agent. 
(c} Commission Division, when no Registrar or Paying Agent has been appointed. (This memo should eventually 
be filed in Reference Folder of Letter File.) 
Prepare Tickler Cards: 
(a) Maturity—Due date of Issue and where payable. 
(b) General—(Duties of Trustee) (c) Trust Requirements (duties of Mortgagor) 
1. Preparation of S. F. notices. 1, Sinking Fund payments. 
2. Calling of bonds, . Redemption notices. 
3. Receipt of collateral under prior . Insurance schedules. 
mortgages at maturity. . Financial statements. 
Refiling as chattel mortgage. . Equipment schedules. 
Cancellation of bonds on our . Any other requirements. 
records in case others act as 
Paying or S. F. Agents. 
6. Any other duties. 
For Equipment Trusts (if variety of equipment warrants) rule off a blank ‘‘Tfle of Trust" sheet and place next to “History 
of Trust" sheet, showing class, numbers, quantity, prices and dates of payments for equipment. 
Obtain supporting documents (per reverse) and approval of counsel on execution of Indenture and documents. 
Ascertain that pledged collateral has been deposited and that Bankers Trust Company holds title thereto. 
Write to Company for: 
(a) Signature Cards. 
(b) Insurance policies or first insurance schedule. For a schedule request annual date for filing. 
(c) Date fiscal year ends (when necessary and not shown by documents). 
(d) Any other information. 
Write prior trustees (letter usually to be prepared by counsel). 
(a) Send copy of above Indenture. 
(b) Call attention to our lien upon securities held by them or restrictions of above Indenture upon issuance of 
their bonds, etc. 
(c) Ask for copy of their mortgage. 
(d). Send any other notices. 


Memos to Corporate Trust Department re:-— 
(a) Preparation of card as to splitting of temporaries and definitives and any charges. 
(b) Notation of collection cards as to disposition of interest or dividends on collateral. 


Memo to Statistical Department of statements expected from Company. 

Memo to' Document File Clerk when firm, other than White & Case, acts as our counsel. 
Obtain all recorded originals or evidence of recording and enter on records. 

Obtain supply of printed copies of Indenture for our files. 


Examination completed 
Date... me 


(This record, when completed, should be filed in the Document Folder.) 





Form 34.—(Front.) New Business sheet, corporate division. 
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1 Certified copy of charter or articles of incorporation, with all amendments. 
2. Certified copy of by-laws of the Company. 


3. Copy of minutes, certified by the Secretary of the Company under its corporate seal, showing 
proceedings of the board of directors, and in cases where the law under which the Company is incor- 
porated so requires, the proceedings of the stockholders, by which the execution of the mortgage and 
bonds are authorized. 


4. Certified copies of any certificates of consents of stockholders or of their proceedings in 
those jurisdictions where the law requires such to be filed 


5. Certificate of the election of officers of the Company executing the mortgage and the bonds, 
with certified specimen signatures. 


6. Order of approval of any public service commission or other body having jurisdiction over 
the bond issues of the mortgagor company. 


7. Opinion of counsel to the mortgagor company that the indenture gives the lien which it and 
the bonds issued under it purport to create. 


8. Opinion of counsel to the mortgagor company that the indenture need not be filed as a chattel 
mortgage, or evidence that it has been so filed. 


9 Evidence as to the payment of any mortgage tax imposed by law. 


10. Specimen of bond or note. 





Form 34.—(Back.) 


New Business Records (see Form 33).—Form 33 we call our 
New Business Record. In this book we enter every new trust. 
The record is designed to insure the proper recording of each trust 
on the necessary records, to check the reporting of each trust to 
the Executive Committee, the approval of the trust by counsel, 
and the arrangement and collection of our commission. Forms 
34 and 35 are the New Business Sheets in use by the Corporate 
and Personal Divisions. They are made out for each new account 
and kept in the pending file until complete, thus insuring the 
complete and proper recording of each account. 
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BANKERS TRUST COMPANY—PERSONAL TRUST DEPARTMENT 


Instruction Sheet 


NEW ESCROWS 
Bll tibley os aoe 8 cio cte a as POSEN Gala via » i<'p 9 elm ack ce ee oe 
HOTE CLIE. ees ees ee eects venue masedeageme os tes en 
Reports of new account: New Business Memo (3)...... Officers Daily 
Bulletins (8). 2.4-4 Executive Committee (3)...... Memo for Document 
File, Letter File, Trust Bookkeepers, (for Cash and Commission 
Ledgers) (3)...... Development Dept. Advised?...............-«+.+- 
Has all escrowed property been deposited?.................-. 
Approximate value of property received $...................- 


Have addresses of all necessary parties been recorded in Stenographers’ 


Se oenecwweewasese ences auesivansseer eo oss 6 = » & a 6 6 6s) wen wie we) een 


Ticklers—collection of principal payments or interest? .................. 
remittance of principal payments or interest?....................... 
COMMIRSIONS Ts 5 Fs cces vas ee ae ee o< see : 
for special instructions? .. 0.25... 52.2... 0..23...4 


Has: President's letterof thanks’ been sent ?.._.......525.2 see eee 
Special Instructions. ooccs, 6 spore spouse tysis.s) eisiarss o 2 ois ole aes eee 


Date of filine’..° 2032.22 Approved for filing in document file.......... 


Note: The above questions are to be properly answered with respect to 
this escrow and then handed to the person in charge of the Personal Trust 
Department. Where tickler cards are prepared, insert each number in 
proper space; in other spaces, dates or initials will suffice. This sheet 
will then be filed in the document file of the account. 


Form 35(A).—Instruction sheet, new escrows. 
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Pate INO. 60 cuhs ves eaaee 
NEW BUSINESS SHEET 
FOR.. See A 

BANKERS TRUST COMPANY—PERSONAL TRUST DEPT. 
FULL TITLE—BANKERS TRUST COMPANY ..................... 
Reports of new account: New Business Memo (3)...... Officers’ Daily 
Bulletin (3)...... Executive Committee (3)...... Memo for Document 
File, Letter File, Trust Bookkeepers (for Cash and Commission Ledgers) 
ae PrWCAISRIRNS UME) CECI Tia ecg w/didis ic wiv d's ns wens e awe 
wean aopartment Tax Clerk . 2... 2.6 once ccc cate ete cece cnene 
Have securities been registered in our name? Div. and Int. Orders 
8 eg ROIS SR Ad ee ee a 


Have we obtained quotations on securities as of date of trust?............ 
ore quotations to Statistical Dept... .... 2... 1. cee ccc e ec eee e cece eee 
Has Investment card been made up and quotations placed thereon?....... 
Date of birth of Minor Beneficiaries obtained and tickler cards filed?........ 


Income Statement co GINA sates Se ath Mates ames ne tenes oS 

Remittance Plan arranged ?.. Address obtained and Change of Address 
I See ese he Fh 2s een UE o's Stl ba dis ‘asta hava. a 

Status of Trust Principal for New York State Income Tax................. 

Tickler Cards for remittances?......Annual Account?.......General 
ee ee hs ng Se tk ee nas SoA eae ei Leth naoee’ 

Have we received commission for receiving Ors of trust ?.. 

Have Mortgages been assigned to us?......recorded?..... and Ailcateeniaian 


instructed to pay interest to us?... ....Have insurance policies been 
endorsed in our favor?....... 

If Testamentary Trust: Have all deferred Inheritance Taxes been noted on 
trust record?.. 


Are we authorized to retain the securities received?...............0.0: 
If Successor Trustee: Have we certified copy of will?. .certified copy of 
our appointment ?.. .copy of predecessor’s account? Si ites ; and 
certified copy of decree ES PEPE PE a eee 


Analysis of Income from January Ist for Income tax?................. 
Trust ledger sheet prepared?... ee 
Original agreement photographed?... SS Ae A ae, ae 
Has President's letter of thanks been sent... PAE big ie anak 04 dG soe oi 
ee 
Approved for filing in Document Files. 


Porm 35(8).—Instruction sheet, new business. 


94 TRUST DEPARTMENTS 


AUDIT AND VAULT CONTROL 


Vault Slips (see Forms, 36, 37, 38 and 39).—The instructions 
covering the use of these slips, which are printed on the back 
of each slip, are shown in the cuts. The important point is that 
no securities are received or delivered by the Department except 
upon authority of one of these slips initialed by one of the officers 
in charge. All entries in the various blotters are based on these 
slips. It will be noted from the instructions that after the slips 
have served as authority for the withdrawal or deposit of securities 
in the vault they are retained by the vault officers and delivered 
to the auditors. The auditors maintain an independent set of 
control ledgers into which these slips are posted. The control 
ledgers are proved from time to time with the ledgers of the Trust 
Department. The vault control is based on a system of control 
units, as explained on the back of the slips. Many institutions 
use a par-value control instead. LEither is satisfactory. With 
respect to the temporary withdrawal and temporary deposit 
slips, it is well to note that the auditors are enabled to retain the 
original of the slip as an indication that the transaction is incom- 
plete, while the department in which the transaction originates 
retains the carbon copy of the slip until the transaction is com- 
pleted. If for any reason a transaction is not completed within 
a reasonable time the Auditing Department takes the matter up 
with the official in charge of the department. 

As a part of the control outlined above, the Auditing Depart- 
ment makes frequent unannounced examinations of the Depart- 
ment. In addition, the Company is subject to four examinations 
a year, two by the Banking Department of the State of New York, 
one by its own Directors pursuant to law and one by the New 
York Clearing House. In the case of these examinations, the 
duplicate records of the auditors are of great value, inasmuch as 
the examiners check the contents of the vault to these records 
and thus permit the undisturbed use by the Department of its 
own records. Verifications are periodically sent out on each 
account. The signed verification is returned to the Auditing 
Department and checked with the Trust Department records. 
Form 40 indicates the form used by the Trust Department in 
replying to requests for verification of securities. The Auditing 
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100 TRUST DEPARTMENTS 


Department is further assisted in its check of the Trust Depart- 
ment by the use of tickets authorizing all signatures which are 
made on behalf of the Trust Department with the exception of 
the signing of mail. 

The Trust Department checks (see Form 41) are not in book 
form, ovt are bound in pads of a hundred, numbered consecu- 


New Yori. eae 


BANKERS TRUST COMPANY 


TRUST DEPARTMENT | 
CHECK Coupon : 
No. 


For $ 


T. 
To ORDER OF a 


PAY TOR OR $ 
oR? —_— 


PAYABLE THROUGH THE NEW YORK CLEABING HOUSE 


COUNTERSIGNED BY 


1-103 
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ASSISTANT SECRETARY, 


Form 41.—Trust department check. 


tively. No check will be signed by an officer unless the corre- 
sponding stub is presented with the check. The stub is initialed 
by the officer, detached and delivered by him to the auditors, 
who record the issue of the check in the corresponding check 
register, from whence it is marked off when the canceled check 









Trust DEPARTMENT 


DOCUMENTS EXECUTED SLIP No. 
Tite oF Trust 


Trust DEPARTMENT 


DOCUMENTS EXECUTED SLIP No. 
Trtte oF Trust 


Description OF DocumENTS DescriPTION OF DocumMENTS 


Proceeps iF Any, AND DISPOSITION 


Proceens IF Any, AND DISPOSITION 


EXECUTED IN COUNTERPARTS 
APPROVED BY COUNSEL 
——EEeE— 
VICE-PRESIDENT ASST. SECI Al 
THIS SLIP TO BE INITIALED BY SIGNING OFFICERS AND DELIVERED TO AUDITOR. 


ExecuTep In_____ COUNTERPARTS. 
APPROVED BY COUNSEL ENTERED AUDITED 








Form 42.—Record of documents ex- Form 42A.—Carbon copy of Form 42. 
ecuted. 


is returned to the auditors through the clearings. The issue of 
the check is recorded on the Trust Department journal through 
the corresponding debit or Trust Department memo ticket. 

In the outline of the Corporate records, mention was made of 
the Certification Blotter. The carbon copy of entries in this 
blotter are detached and accompany the bonds as authority to 
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the officer certifying the same. This ticket is retained by the 
officer and delivered to the auditors, thus giving the auditors a 
complete record of all bonds certified by the Trust Company. 
The tickets are carefully checked to the Trust Department 
records. The same situation holds true with respect to all docu- 
ments executed by the Trust Company. Thecarbon copy of the 
entries in the Record of Documents Executed (see Form 42) is 
retained by the officer and delivered to the Auditing Department. 
Thus the Auditing Department is notified of every transaction 
taking place in the Trust Department and is given sufficient 
information to permit it properly to check and follow through 
each transaction, particularly with the view of seeing that securi- 
ties and cash received are properly entered on the records, all 
deliveries of securities and payments are properly made and 
authentic receipts obtained and filed. 

These tickets, Form 42 and Form 424A, are prepared in book 
form, 12 on a page, the original (Form 42) remaining in the book, 
constituting the permanent blotter record. 

A situation which causes inconvenience to many companies 
is the accumulation of old records and canceled or dormant 
securities. This Company has set up a Verification Department, 
whose sole duty it is, subject to the control of the Trust Depart- 
ment, to verify canceled and dormant securities, and prepare 
them for cremation or proper delivery. The Department is 
under the guidance of the Trust Department, whose duty it is to 
see that it is fully supplied with work and that no unnecessary 
accumulations of records or securities are allowed. This Depart- 
ment, we believe, saves the Company many times its cost every 
year in vault space and unnecessary expenses which would accrue 
in checking up and disposing of these old matters, many years 
later. 


CORPORATE AGENCY DEPARTMENT 


This Department is divided into four divisions, as previously 
mentioned. The duties of each division are explained by its 
name. 

Reorganization Division.—The business handled by this divi- 
sion is so varied that it has been difficult to standardize its records. 
The forms here given are ordinarily used, but it is often necessary 
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to adopt special records to meet the unusual conditions which 
are continually arising in this work. Form 43 is the Temporary 
Receipt issued against the deposit of securities. It is exchange- 
able within ten days for Certificates of Deposit. Similar counter 
receipts are used by the other divisions of the Trust and Corporate 
Agency Departments. Form 44 is the sheet used in reporting to 
Protective Committees or officers of the Company detailed 
deposits under reorganizations. Form 45 is the Reorganization 
Record. The entries in this book are made from the securities 


a 
ReneS PRUs) CO, “Sr rnosnso™ 





Form 44.—Report of deposits of securities. 


as they come over the counter. The Certificates of Deposit are 
then prepared from the securities and checked to this record by 
the auditors, who also check the total of such Certificates of 
Deposit with the total of the securities represented thereby as 
shown by the vault deposit slips covering the deposit of such 
securities in the vault. The system of vault control in this 
division is similar to that in use in the Trust Department. 
Form 46 is an alphabetically arranged card index of the deposit- 
ors under each organization. Entries on these cards are made 
daily from the Reorganization Record. 

Transfer Division.—The records of this division have been 
well standardized and are very simple. Forms 47, 48 and 49 
represent respectively the Transfer Record, Stock Ledger and 
Dividend Record. These forms we believe explain themselves, 
and, with the exception of the Transfer Record, are seldom varied. 
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Corporations often arrange to have their stock transferable at 
two or more cities. In such cases it is necessary to expand 
the Transfer Record to provide for separate columns, showing the 
cancellation of certificates issued in each city. In such eases the 
record is made on a billing machine with as many copies as there 


AMERICAN RAILWAY COMPANY 


STOCK DIVIDEND No. PAYABLE 


DIVIDEND PAYABLE 











Form 49.—Dividend record. 


are transfer offices and the copies are exchanged daily between 
the offices, as reports of the transfers in each city. The prepara- 
tion of stockholders’ lists, the drawing of dividend checks, ete. is 
much simplified by the use of addressograph machines. The 
dividend check in use (see Form 50) is arranged for use in such a 


PREFERRED STOCK PAYABLE THROUGH NEW YORK CLEARING HOUSE 
DIVIDEND No. 91 NEW YORK, MARCH 31, 1924 No. 


AMERICAN LOCOMOTIVE COMPANY 


NAME AT THE 


PAY 
at BANKERS TRUST COMPANY 1-103 


TO THE ORDER OF 


Sow BANKERS TRUST COMPANY 


< DIVIDEND DISBURSING AGENT FOR 
Cp . 


AMERICAN LOCOMOTIVE COMPANY 


CHECK IS IN PAYMENT OF A DIVIDEND OF $1.75 PER SHARE 


BY 
ASST, SECRETARY 
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THis 


Notify BANKERS TRUST COMPANY, 16 Wall Street, New York of any change of address 


Form 50.—Dividend check. 


machine, and, enclosed in envelopes with properly prepared 
transparent space, the necessity of addressing the envelopes is 
obviated. It is such savings in time and expense as these that 
make the difference between a successful and an unsuccessful 
department. 
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Registration Division.—This division handles the registration 
of stock and bonds, and its forms have also been standardized. 
The question of registration in two or more cities also arises in 
this division, and Form 51 is the Registration Record used in 
such a case. As heretofore explained, the carbon copies are 
used as reports to the other registrars. Forms 52 and 53 are the 
Registration Ledger and Record in use in connection with the 
registration of bonds “as to principal only.” The records for 


UNOER AGREEMENT COATED JUNE Sre 1010 


HOUSTON OIL COMPANY of TEXAS 


Certificates of Beneficial Interest in COMMON STOCK oparte__ ey e 
BANKERS TRUST COMPANY, NEW YORK, REGISTRAR 





Form 51.—Registration record. 


“fully registered’’ bonds are similar in principle to the regular 
Transfer Records. 

Coupon Division.—The records of this division consist of the 
Coupon Ledger (see Form 54) and the Statement and Reconcile- 
ment (Forms 55 and 56). The ledger requires no explanation, 
but it should be pointed out that four forms of Statement and 
Reconcilement are prepared to cover coupons paid and charged 
to coupons accounts or coupons paid and charged to accounts on 
the banking ledgers, and to cover variations in our duties with 
respect to the Federal Income Tax. 
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Form 54.—Coupon ledger. 
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ESTATE OF 
FULL TITLE 


ee ee SE EGAL | RESIDENCE 
DATE OF DEATH_______ DATE. OF: BIRTH. WILL DATED 
ene CO. STATE: OF ——_—__________ LETTERS ISSUED. 
iGmOss VALUE OF ESTATE $—___COMMISSION $___. 

Have tickler cards been prepared for the following: 


Ee ae Time for filing claims expires______}. 
Federal Estate Return__—____ | Be OG ee EEE 
Payment Federal Estate Tax________]__ Payment on a/c in other States to obtain 

Payment N. Y. Tax due without penalty___| _ u discount 

Allocation of dividends and interes aaa Monthly statement to co-executor. 


Has Central Files sent notice of death to all other Departments? 
ute mppomtment reported to Executive Committee——— >> 
Date memorandum -of new account sent to Bookkeepers and files EE 


Have corporations____t___and postmaster. been furnished with certificates of appointment and re- 
quested to send us dividends and mail addressed to decedent? 


Have notemakers and mortgagors been notified to remit interest to us? 

Notation made of specific legacies on security ledger and investment cards?. 

Interest or dividends on specific legacies placed in special account—_______or paid to legatees______ 
Inventory and copy of Will sent to Statistical Department with memo of requirements?. 

Inventory and copy of Statistical Department's report submitted to Investment Committee?____>__SE 


Copy of inventory, schedule of debts, funeral and administration expenses sent to counsel with request that in- 
heritance tax proceedings be instituted? = 


Have names and addresses of Jegatees and beneficiaries been sent to Central files? 
Advertisement for claims inserted in—_____L_LL_____ and 

Time for filing claims expires _____....___Copy of advertisement obtained? 
Affidavit of publication obtained?___mtmmmmm.____Funeral expenses and claims paid? 
In what States ancillary administration required. a 


Have we obtained consent of Collector of Internal Revenue to distribute personalty ? 


Did decedent transfer property within 2 years of death and was he donor of revocable Trust? => 
Was decedent interested in any other estates? 





Form 57.—(Page 1.) Estate record sheets. 
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ANALYSIS OF WILL 


Disposition of personal effectS....--——-—-- 


Boe pales: al CAS Bt mc ee TURE fe ee Pesidnary Ss 


é Estate 
Inheritance taxes to be paid 
Legatees 


Investments Restrictions =... eee 


Legacies: to: be spatd) befor enna OF IM COT ESE ACCT RCS cere 





Legatees-Trust beneficiaries and date 5 
of birth of latter Relation 





Form 57.—(Page 2.) 


General.—In addition to the records here mentioned, each 
division maintains cash and commission records similar to those 
used in the Trust Department. The system of audit in this 
department is quite different from that used in the Trust Depart- 
ment, and we shall be glad to explain the system in detail to 
anyone interested. 

The correspondence of this department is voluminous, but is 
much simplified by the frequent use of form letters and printed 
lists of requirements as to transfers, etc. 

In conclusion we again remind the reader that we are conscious 
of the fact that many of our explanations have been made brief, 
almost to the point of incompleteness, and it is our hope that we 
may be afforded an opportunity to explain further any points 
which are not entirely clear. 
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Box given up 


Interest 





Statement 





Covered by 
insurance Appraised Waivers Disposed of 


oatennannshinanenges sinesnaemenenmmwereret sepehteveeaens:napsiensuaiansunartenmnanerenneengenncstaninseaie sttenianntn)stynnonivessners wetenertuabsneieernnie wernt -tteey-enepernrtentebetse 


Unearned premium 
Amount Payable to Collected collected 


















Covered by 
insurance Appraised Waivers Disposed of 


Appraised Disposed of 











0 Covered by 
‘Furnitu insurance Appraised Waivers Disposed of 
a 
re 












Check inventory with cash account to ascertain that all income collected has been credited and prorated properly 


Pm - - = —— —— - oo onanen oreo eecenyen anenenseemnenteennte aneeesee <p> wr eaPeENESEOREEES 
Y PERSONAL PROPERTY TAX 


fn, Date 
; year paid?___________ Current year rolls inspected ?______Amt. Tax $________ Paid__ 


Form 57.—(Page 3.) 
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INCOME TAXES 


PREVIOUS YEAR Jan. 1 To DATE OF DEATH DaTE or DEATH TO Dec. 31 
Return Tax Return Tax 
Filed Paid Filed Paid decedent's income 
Date Amount Date 


INHERITANCE AND ESTATE TAXES 


Date\60). day notice fled 


STATES New York 


Schedules filed 
Tax due 

without penalt 
Deposit due to 
otiawn iscomnt 
Date tax paid 

in full 
Amount sim 


Refund of $ 

Obtained on (date). 

Additional tax of $ 

Paid (date) : s i 
Receipt obtained Se Nee PES. 


Adjustment of the Federal estate tax requested Return audited._.__.ttmtiTlax determined 
Are there any contested claims which may require a rebate? 


Has the advisability of making payment on account of Federal Estate tax about Dec. 15th to offset income col- 
lected, etc., been considered ?_____ aioe oa 
Have legatees been advised of amount of inheritance taxes paid on their legacies which may be deducted from 
their Federal income: tax?_____— 


REAL ESTATE 


Real Estate Insurance Appraised Future payments 
Location transferred ticklered 


Marketable title vested in Excr. and/or Trustee?. 
Assignments of mortgages to Excrs. and/or Trustees recorded? 
Did decedent lease house or apartment and is it a liability or asset ?__. 


Name of broker . his address party in charge 





Form 57.—(Page 4.) 
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SCHEDULE OF CLAIMS 


Nature of 
Claim 


any claimants unsatisfied on lists of person interested in account?. 
all collateral to secured claims been listed on assets and schedule?, 
TERMINATION 
tion of worthless securities, etc., considered ?. 
ire legatees to cover any guarantees given by executor during administration __________ 


{ Full comm. allowed or that on 
reservation deferred? 


filed?___mm_Decree entered’. 
ee eee SS 
inheritance tax returns been checked against account after signing of decree for possible claims for refund 
of tax? 
‘reserved for unpaid income tax installments, taxes on current year’s income, additional income, inheri- 
tance, personal and estate taxes $___. 

ts receivable ledger inspected ?________Attorney’s fees and disbursements paid? 

cards withdrawn?. Files notified? 

ce policies and other papers held by Real Estate Dept. delivered? 

cleared? 


ANT 
Should a residuary trust be created permit at least a portion of the income to accumulate during the ad- 
ration to provide for a transfer in the adjustment of the: TRUE RESIDUARY 





Form 57.—(Page 5.) 
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BANKERS TRUST COMPANY—PERSONAL TRUST DIVISION 


Instructions for 
TERMINATION OF TRUSTS, COMMITTEES, 
GUARDIANSHIP and AGENCY ACCOUNTS. 


Have we received New York State waiver covering income due estate of 
deceased beneficiary and surrogate’s certificate showing appointment of 


(c) Has report been given on form #1098 or 1099?.......... 
(d) Federal and State Income Tax on profits provided for?.... 
Taxes’ due orto. (a) Federal Hstatetax?....2 0: 22. 2. eee 
be paid or re- (b) New York Inheritance Tax?........ 
perts required in (c). New York Personal ‘Tax?. «2.02.22 Sacer ae eee 
Date: Closed i. f..0.568. 6 atices oe dane. Attended to! byi-cci-02 eee 
Marked Closed: Cash Ledger................ Security Ledger.......... 
Trust: Record). ...2cs0c0 4 syectls «ote a Fe colo ss < alee oer 
Advised:...... Document File.......... Letter File... -\. sacs 
New Business Dept. .....0.05 6. 2.35.22 steed ee 
Circularization Dept. (names of parties in interest).................. 
Remove Cards: Tickler........ Vaultdndexs.2.. 0%. Remittance......... 
Investment «20... 0005.06.25 0h eie Pieleaave le + os welcome 


Ce ge Ooh oo Me ole Oe 6 6 8 6 oO) 8 © UKs 0 6 we 6 8 6 6 oo 6 8 6 ee 6 68 e © 66s S666 sete ee) ele aS 


Note: All of the above questions are to be properly answered with respect 
to this Trust, and then handed to the person in charge of the Personal Trust 
Division. This sheet will then be filled in the document file of the account. 


Form 58A.—Instruction sheet, termination of trust. 
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BANKERS TRUST COMPANY—PERSONAL TRUST DEPT. 


Instructions for 
TERMINATION OF ESCROWS 


et ey ie EO Sad Pes cis sd bane,» ac cece Seas 
Have all commissions been charged and collected to date?.. 
Have unpaid items on Accounts Receivable Ledger been collected ? Be iaiae t 
Have attorneys fees and disbursements been paid?.....................- 
meomny amionments on file?........ 2.5.6 osc cc eee cece ce cece eae 
Have all necessary releases been procured?..................02000 0000 
EE CURE TNT INE Sicha dixie via nic she hk Sb Ged etal Dae erele ee tags miniele 
De eae Attended to by.. arth Witla oe 
Closed account advice has been prepared for: Cash ieee: Sp ae PI ae 
EMO Cd. nat bilan uk ttae a kp eh eae E Nae ene sie ee ae 
Escrow Record........ Commission Ledger........ Document File. .... 
I att Oe ee a De ariel a inn, dhe Re cgee satu ee oe tae Ret 
New Business Dept......... Development Dept.. Se is.aees 
Remove cards: Tickler........ Vault Index........ Baasitiariee. SRE 
a ne ER a DU de cd aiebin'd tid nine | aiatleials 


MEUM UM SCCK SC ECS CC eCK EE SHREK OH AEEOK HEHE EMRE EHR OT HEE SEH CEO EEO OES HEEB EEE OS 


MIMIP BIB SS SSS RSC CHSC CC TOT COE HEREC OSE eRe HEH HOT EST HEHMETEE He OTHEHSE HHO HTH OSD 


Per eters Se We ae «eh picjeic Wolae ycee$ beam sive 


Note: All of the above questions are to be properly answered with respect 
to this Escrow and then handed to the person in charge of the Personal Trust 
Department. This sheet will then be filed in the document file of the 


account. 
Form 58B.—Instruction sheet, termination of escrow. 


OPERATING EXPENSES 
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Form 59.—(Left hand page.) Property owned sheet. 


REAL ESTATE owned by 








PROPERTY 





Form 59.—(Right hand page.) 
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NEW OR SUPPLEMENTAL RECORDS 
Adopted by Bankers Trust Company since the publication of 
the booklet on Trust Department Records. 
PrersonaLt Trust Division 


Estate Record Sheets (Forms 57).—These forms, made up on 
receipt of a new estate, cover normal contingencies which arise, 
preventing an item from being overlooked, and upon the execu- 


TRUST DEPT. 


PRINCIPAL. 
INCOME 


LESS BROKERAGE AND TAX 
INTEREST TO 
DEBIT CLEARANCE 
TE INY. VAL. PROFIT 
FEO. cost 371713 VAL Loss 


INV VAL. PROFIT 
sT. . cost 1/1/19 VAL. Loss 


COUNTERSIGNED 

TRUST DEPT : 
ig a nee eee cow tj Se ee 
CREDIT P.T. Check No. 


Interest to 





Form 61.—Memorandum tickets. 


tor’s discharge by the surrogate outline a complete history of 
administration. 

Forms 58.—These forms are used in connection with termination 
of Trusts and Escrows. 

Property Owned Sheet (Form 59).—Used in connection with 
property owned or managed by us in fiduciary capacity or for 
customers. 
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Form 60 is a new form of Security Ledger Sheet. 
Form 61.—These tickets take the place of Form 25 as to pur- 
chases and sales of securities. 


Corporate Trust Department. Date Executed. .__ 


MORTGAGE SATISFACTION GUIDE 


Title:of Accounts Sy te eee nro el case eens ee 

Procedure to be observed in satisfying above Indenture and closing records. Enter 
the following symbols in the column at the left to indicate action taken with respect to each 
requirement: 


VIL 
VILL. 
IX. 


NI 


XIU 


NUL 


v¥=Fulfilled. 


F=Follow-up card prepared. @=Not applicable. 


Arrange with Commission Division to collect unpaid fees and disbursements of Bankers Trust Company and of counsel, 
and to propose satisfaction fee. 


Ascertain that all bonds or notes and coupons are accounted for and/or that arrangements have been made for their 
retirement. 


Determine action to be taken with respect to any demands or notices served upon Bankers Trust Company claiming a 
lien upon collateral or other property subject to above Indenture at time of satisfaction. 


Determine disposition to be made of the following: 
(2) Cash on hand. 
(b) Collateral held. 
(c) Insurance policies on file. 


Obtain opinion of counsel approving satisfaction. 

Enter Execution of instrument in “Documents Executed” record. 
Notify Co-Trustee and Co-Paying Agents (unless previously informed). 
Ascertain that usual report has been sent to Development Department. 


Prepare memos for: 
(a) Corporate Trust Department (in duplicate). 
(b) Coupon Paying Department. 
(c) Bond Registration Department. 
(d) Statistical Department. 
(e) Document Files. 
() Trust Files. 


Remove and destroy any cards in the following files: 
(a) Maturity. 
(b) Ggneral. 
(c) Trust Requirements. 
(d) Vault Index (when all securities are released). 


Stamp the word “Satisfied” ands&te of satisfaction on the following records: 
(a) Index card in window file. Transfer card to closed-out file. 
(b) Index card jn officer's desk file. 
(c) History of Trust shect. 
(d) Record of Bonds Issued. 
({c) Securities Held Ledger sheet. 


Transfer to closed-out binder auxiliary records which have been completed. 


Arrange for cremation of the following: 
(a) Cancelled bonds or notes. 
(b) Unissued bonds or notes, 
(c) Coupons. 


Procedure completed, 


Date. —_. Sepepescendit EN ocseeata 


(This record, when completed, should be filed in the Document Folder.) 


Form 63.—Mortgage satisfaction guide. 


Estate Inventory Sheet (Form 62).—As assets forming the 
estate are received they are listed on the inventory sheet and the 
information therein recorded forms the basis for inheritance tax 
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proceedings and transfers in the various states of incorporation 
as well as giving a complete inventory of the estate. 


CorporATE Trust Division 


Form 63 is a new form used when closing accounts. 


THIS RECEIPT MUST BE RETURNED FILLED IN AND 


B 


STOCK WILL NOT BE READY FOR DELIVERY 
UNTIL 1.30 P.M. 
PREFER 





Form 64.—Transfer window ticket. 


PERMANENT DIVIDEND ORDER 
To BANKERS TRUST CO, 
Transfer Agent 
16 Wall Street, New York, N. Y. 


Dated — 


Until this order shall be revoked in writing by the undersigned, 
please mail checks payable to the order of 
Tiease insert tn space below the cum- - 
bers of certificates beld by you and total Name 
wumber of abares represeoted thereby. 
CertiScate Numbers Shares Address = = - —— = ee — 


in payment of all dividends now due or which may hereafter be payable upon the 


Stock of the aun a . COMPANY 
standing on the books of said Company in the name of 


(Sign here) a 
This eiguature ts to be written EXACTLY ae the name appears on Certifesic 
em check ts to be made payable to other than the algner, signature of the latter mast be eckoowietert 


before « Notary Public on the back of thir order. and, if signed by an Altorsey, Administrator, Execuier, 
Guardian of Truster, it must be accompanicd by catisfactory evidence of sigver’s authority. 





Form 65.—Dividend order. 


TRANSFER DIVISION 
Form 64 is a window ticket. 
Form 65 is a dividend order. 


REORGANI“ATION DrvistIon 


Form 66 is a new exchange record sheet, a loose-leaf form 
used with “Received” and “ Delivered” sheets facing. 
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CHAPTER VIII 


FORMS AND RECORDS OF A TRUST DEPARTMENT OF 
MEDIUM SIZE 


The forms and records shown in this chapter were devised by 
Edward P. Vollertsen, now Controller, The National Bank of the 
Republic of Chicago, for the use of a trust company with which 
he was formerly connected. They have been installed by more 
than one hundred trust departments in The United States. The 
article by Mr. Vollertsen describing the use of the forms appeared 
in the Journat of The American Bankers Association, vol. XIII, 
pages 473 and 598; and is reproduced here in full with the courte- 
ous permission of the author and of the publishers. 


FIDUCIARY ACCOUNTING 


The year 1822 saw the inception of the present-day trust 
company when the New York State Legislature granted a charter 
to the Farmers Fire Insurance and Loan Company, bestowing 
upon it banking and fiduciary powers. Down to the time of the 
Civil War it is probable that there was less than a dozen trust 
companies acting in fiduciary capacities. After that, and espe- 
cially after 1875, their number increased very rapidly. It was 
not long, however, until in order to establish immediate earning 
power, competition forced the newly organized companies from 
the safekeeping and management of trust funds into every depart- 
ment of general banking, resulting in the development of other 
departments to the detriment of the trust department. 

We are now witnessing a reaction. The rapid and unprece- 
dented growth of the trust business is directing attention to this 
department. In many cases the best method of accounting has 
not been adopted. Properly trained executives have not always 
been available to direct the work. The increased use of corporate 
fiduciaries has created a volume of business for which many 
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institutions have not been fully prepared and the purpose of this 
article is to assist in meeting the demand for a changed system 
whereby more adequate facilities may be provided. 

In no other department is so much technical knowledge, large 
experience and careful study required to develop an accounting 
system in which clearness, simplicity, efficiency and adaptability 
shall dominate—clearness, that the records may be easily under- 
stood by anyone not familiar with the work; simplictiy, that not 
only shall the source of each entry be readily ascertainable, 
but that all forms shall be uniform in size, adding to the conven- 
ience and general appearance; efficiency, that a complete record of 
all matters pertaining to any trust be given within the span of a 
few pages, thereby making it unnecessary to trace through 
numerous ledgers and records for the necessary information; 
adaptabitity, that the accounting system be workable for the 
largest as well as the smallest trust company. 

Owing to the widely different character of accounting required 
in court trusts and corporation trusts, it will be found advisable 
to divide the work into two divisions, the personal or estate 
division and the corporate division. The former, being more 
difficult from an accounting standpoint, will be considered first. 

The dominating thoughts in the evolution of this accounting 
system were adaptability and flexibility, and, just as the sectional 
bookease permits of variations and expansions, these records were 
devised to meet all of the complex conditions which arise in the 
administration of trusts. Five years were spent upon the per- 
fection and revision of the records before they were placed in 
operation. ‘Their completeness and comprehensiveness, which 
are also ideal from a standpoint of ease and rapidity in posting, 
are demonstrated by the fact that eight years after the original 
installation they are being adopted by various trust companies 
throughout the country without a single change. 


PERSONAL OR ESTATE DIVISION 


The first step in entering a new trust is to record it upon the 
Trust Register (Form 67). After here recording the necessary 
details, the trust is assigned the next consecutive number and, 
thereafter, it is known by that number. All documents, secur- 
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Form 67.—Trust register. 
Form 68.—Index to accounts. 
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Index to securities. 


Form 69. 
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Form 70.—Check register. 
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ities and correspondence referring to that particular trust 
are marked “ Trust No.—” and are then filed under that number. 
It is of the utmost importance that all trusts be arranged in con- 
secutive numerical order, since no other method will so simplify 
and safeguard the correct filing of documents, securities and other 
data. The Register provides a convenient record of all trusts and 
instantly furnishes the proper account number for each new trust. 

The next step is to enter the trust in the Index to Accounts 
(Form 68), which, for convenient reference, is vowel indexed. 
This index furnishes a permanent and alphabetical list of all 
trusts. From it may be located the account number which 
has been assigned to any trust. In the same alphabetical divi- 
sion immediately following the Index to Accounts is an Index to 
Securities (Form 69) (also vowel indexed), upon which are 
entered the securities in the various trusts, followed by the 
account number of the trust to which the security belongs. In 
this particular connection the importance of the numerical 
arrangement is emphasized. When the same security is held by 
more than one trust, it is not necessary to enter the name of the 
security again, simply the additional account number or numbers 
of the trusts in which the same security is held. 

Immediately following the Index and Trust Register is the 
Check Register (Form 70). Here are listed in consecutive 
numerical order the checks as issued. When paid they are 
checked off by a check mark (V ), all outstanding and unpaid 
checks being found at a glance. The numerals appearing at the 
upper left-hand corner, “50,’’ and the upper right-hand corner, 
“51,” prefixed to the consecutive numbers preceding the amounts, 
indicate the number of the check. Thus the check appearing in 
Form 70 as $350 is number 5,000 and $1,531.25 is number 5,005, 
ete. Following the Check Register are controlling accounts for 
stocks (Form 71), bonds (Form 72), mortgages, bills receivable, 
real estate and sundry accounts. These same forms are also 
used for whatever other control accounts may be necessary. The 
total of each control account equals the total of all accounts of 
the same class in the department, namely: If the department 
held $1,000,000 in mortages in various estates, the balance in 
the mortgage control account would be $1.000,000. The con- 
trolling account for cash transactions is not carried on these 
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TRUST No, _/.2, / 
SHEET No __/____ 


HISTORY OF TRUST 


UNION TRUST COMPANY Exnutouv of the Meee E Lin = BSreith ) 


WILL DATED CODICIL DATED TESTATOR DIED a 8/920 
Pome gS 14/2 Ie LIVE /9/% NOTICE TO CREDITORS EXPIRES 
Beky 21419 


INVENTORY DATED APPRAISERS APPRAISAL HELD 
a4 Gg 
February AFZ/920 
Abwmary 27/920 Leen tee ns 
VALUATION OF ESTATE 
; id i 
TRUST APPROVED BY EXECUTIVE Je EE PERSONAL PROPERTY 32 73 Fe 22 


eee 2 REALTY Mone 
O26 3 


WHEN PAYABLE INTERESTON BALANCES —«- TOTAL ps 
: LESs DEDUCTIONS §=_2-%9 750) 

fe 474 AMOUNT ON WHICH 99 3 
Sizlauecs TAXISPAID = -A2RPIZ KT 


ATTORNEY N TATEMENT TO BE RENDERE 
 Shemaaa F ae . AMOUNT OF TAX SSSIAS 


Soret M Seon. WHEN PalD Mory 1920 


JUDICIAL ACCOUNTING DECREE ENTERED REGULAR REMITTANCES 


Softenbe 95:40 Chtebhern7 7720 


BRIEF TERMS OF TRUST 


BENEFICIARIES UNDER WILL 


RELATIONSHIP INTEREST IN ESTATE 


Bory ESmith Z FLirrfort RY Dawg hb 
felerlliSedon, Pechuitor iy Mathur Pegaler 


MEMORANDA 





Form 73.—History of trust. 


132 TRUST DEPARTMENTS 


TRUST No, 
SHEET No, 
HISTORY OF TRUST 


UNION TRUST COMPANY, TRUSTEE FOR UNDER WILL OF 


WILL DATED CODICIL DATED TESTATOR DIED 


LETTERS TESTAMENTARY ISSUED ON ISSUED TO 


BENEFICIARIES 
ADDRESS RELATIONSHIP TO TESTATOR GUARDIAN, IF MINOR 


DIRECTIONS OF WILL CONCERNING INVESTMENT 


ACCOUNT OF FUND INTEREST ON BALANCES 


TRUST APPROVED LY EXECUTIVE COMMITTEE STATMENTS TO BE RENDERED 


WHEN PAYABLE REGULAR REMITTANCES 


ATTORNEY TO CONSULT ANNUAL ACCOUNTING FILED 


JUDICIAL ACCOUNTING DEGREE ENTERED 


MEMORANDA 





Form 74.—History of trust. 
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TRUST No 
SHEET Ne, 


HISTORY OF TRUST 


UNION TRUST COMPANY GUARDIAN OF PROPERTY OF 


LETTERS OF GUARDIANSHIP ISSUED ATTORNEY TO CONSULT 


FACTS CONCERNING WARD 


ADDRESS GUARDIAN OF PERSON ADDRESS 
APPOINTED LY COURT IF ANY 


ADDRESS MINOR’S AGE DATE LORN 


TOTAL ESTATE RECEIVED INTEREST ON BALANCES 


TRUST APPROVED BY EXECUTIVE COMMITTEE STATMENTS TO BE RENDERED 


WIEN PAYABLE REGULAR REMITTANCES 


SPECIAL COURT ORDERS ANNUAL ACCOUNTING FILED WITH SURROGATE 


JUDICIAL ACCOUNTING DEGREE ENTERED 


MEMORANDA 





Form 75.—History of trust. 
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records, but is established in the trust company’s individual or 
general ledgers. 

Down to this point the records mentioned have been those 
governing the department as a whole. We now approach the 
arrangement of records for an individual trust. The first record 
is a History of the Trust (Forms 73 to 75, inclusive). The forms 
of history sheets are arranged to cover executor, administrator, 
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Form 76.—Synopsis of will. 


guardian, committee or trustee. Their use makes reference to 
the original papers for essential details unnecessary during the 
period of administration and acts as a reminder, insuring con- 
sistent treatment of the same class of trusts. In the case illus- 
trated the trust company acts as executor of an estate. The 
History of the Trust (Form 73) is followed by a Synopsis of the 
Will (Form 76). While any question regarding the interpreta- 
tion of the will is never made without reference to the instrument 
itself, a carefully prepared outline will be found very convenient, 
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important and a great time saver. In special cases, when 
necessary, this is followed by a List of the Legacies and List and 
Addresses of the Legatees. Blank pages are used when these 
forms are required. Next following is an Inventory of the 
Estate (Form 77), which is a detailed record setting forth 
the value of the assets and should be an exact duplicate of the 
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Form 77.—Inventory of estate. 


appraisal—both real and personal property, In the case illus- 
trated (Form 77), Household Furniture is grouped as one item, 
but in practice it is set forth in detail. 

The inventory is followed by the ledger sheets (Form 78), upon 
which are recorded all transactions affecting the principal or 
income of the trust. These records not only show all cash 
received or disbursed, together with the balance of cash on hand, 


136 


TRUST No, / | 


> 
AZ 
<i 
A 
= 
Oo 
O 
b 
Dn 
5 
% 
wa 
z 
x 
4 
faa} 


INOOME 


CASH TRANSACTIONS 


BALANOE 


MEMORANDA 


TRUST DEPARTMENTS 


+d 
warren 


Cd 
Ldanwe 
Yv 


9 (tore 


o 
Fn 
LECME 

Cae, 
Gn gf 


—_— 


Virb fe 
a Ye 


trae 
a, 
ler ib 
if 

wv Lod bel 
ae 
Was 


t 
e tet har SA 


6 
al ( £ 
Make 


Z 


4 A y 
eof 


a 


u Li due 932 


Vrouryy HL 


ae 
Co 


4, Gg 7 
ag E 
Crdkihe 
Th 


g 1 Otto. nt z 








Th 
Le: 
Urar [3rd 
byl 
lee abe 


fi gee 
UU” Gaon’ 


rudo ¥ /1 
Miu 
WS Z 
a. Ma-Cadk 


ee ee ree 77 





27 
/ \|Sebe-3 0h 


L 





Ws 








Mi 





























Trust ledger. 


Form 78.—(Left hand page.) 
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Form 78.—(Right hand page.) 
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but also show the proper distribution to principal, income, stocks, 
bonds, mortages, etc. The difference between the total debits 
and total credits of the income and principal accounts equals the 
balance of the cash account. The difference between the debits 
and credits of the securities column, the mortgage column, the 
bills receivable column, etc. is equal respectively to the total 
balances of the principal accounts of the Stock and Bond Register 
Record (Form 79), Bond and Mortgage Register Record (Fig. 
80) and Bills Receivable Register Record (Form 81), which 
follow the ledger sheets. These last-named records are used 
as required and serve to record the exact description, the inven- 
toried value or cost and the income return from each security. 
Where real estate is involved, unprinted but conveniently ruled 
records permit of almost unlimited range of unusual specifications 
and special transactions covering the sale and rental of property 
(Forms 82 and 83). The entries appearing upon the ledger 
sheets (Form 78) are self-explanatory. Attention is directed 
to the distribution of any income which accrued prior to date of 
death and which becomes corpus of the estate, also to the dis- 
position of profit on sale of property. Losses are treated in a 
similar manner. 

The column headed “‘ Bills Receivable” is blank upon the forms 
(Form 78) and may be adapted for real estate, land contracts or 
other specific requirements of the trust. The distribution 
plan enables a stenographer to prepare reports from the records, 
as all entries appear in chronological order, and to avoid the 
extra labor usually required in segregating the information from a 
number of records. Administrator, guardian, trustee or com- 
mittee accounts are handled in a similar manner, using whatever 
variations the individual trust may require. 

The last and what is perhaps the most important record of all 
in these days of burdensome tax returns, especially as it makes 
possible the rapid and easy compilation of income tax reports by 
an intelligent employee and dispenses with the services of the 
expert, is the Income Tax Record (Form 84). Upon this are 
recorded status of decedent and beneficiaries; basis for making 
the return; the totals for each month affecting each item of 
income, profit, loss or other deduction; a complete record of 
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Form 80.—Bond and mortgage register 
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transactions affecting gains or 
losses; beneficiaries and amounts 
paid them each month and sum- 
mary of tax reports. The dis- 
tinct advantage in the use of this 
form will be apparent not only 
to those who have followed the 
tedious practice of separating 
information when tax reports 
are due, but also to those not 
familiar with income tax matters 
when the ease with which gov- 
ernment inspectors can verify 
reports is realized. 

All postings are made direct 
from the original entries, namely, 
credits from credit tickets ap- 
proximately the size of deposit 
slips and debits from the checks 
themselves. This eliminates 
journalizing, with all its waste of 
time and duplication of work, 
and while, at a first glance, this 
may not seem either feasible or 
desirable, the actual operation of 
the system proves the correct- 
ness of this suggestion. 

Each form of every set should 
bear the same account number. 
Each sheet used for the same 
purpose should be page numbered 
from one up. No sheet should 
be removed from the current 
binder and stored in the transfer 
binder until the trust is closed, 
as a complete current file will be 
found very convenient for refer- 
ence and preparation of neces- 
sary reports. 
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Form 81.—Bills receivable register. 
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Form 82.—Rental account. 
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Form 83.—Real estate account. 
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PROFIT FROM THE SALE OF REAL ESTATE, STOCKS, BONDS, ETC. 
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Form 84.—(Left hand page.) Income tax record. 
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CorRPORATE Trust DIVISION 


Whether the founders of the present-day trust company were 
gifted with prophetic vision enabling them to foresee the require- 
ments of corporate business, as we know it, is a debatable ques- 
tion, but it cannot be denied that the formation, financing, 
management and reorganizations of great business enterprises 
could not be carried on successfully without the assistance of the 
corporate division of the trust company. The advantages over 
individuals which this department has for the performance of 
the various duties required by corporate business are too well 
known to require consideration. The future development of 
this department, the facilities of which are universally recognized, 
is unlimited and its growth can only be measured in terms of the 
great wealth, natural resources and productive capacity of our 
country. 

From an accounting standpoint, the Corporate Division of the 
trust department does not present the same problems that are 
found in the Personal or Estates division. While every transac- 
tion in both divisions has its legal aspect, this predominates in 
the corporate division, which is concerned more with the record- 
ing of facts than figures, except where syndicate or pool accounts 
are operated in conjunction with the sale of securities, the issues 
of which have been authenticated by the trust company. Since 
these conditions arise only in some of the larger trust companies, 
and in such cases the distribution is usually handled through 
the bond department, the records for handling syndicate accounts 
will not be considered in this article, which will be confined to 
records bearing upon the issuance, control, and custody of cor- 
porate obligations and the disbursement of corporate income. 

Referring to the legal phase of the work done in the corporate 
division, too much emphasis cannot be placed upon the employ- 
ment of an attorney well versed in corporation law, to whom all 
indentures or trust deeds may be submitted for approval before 
execution by the trust company. This is of special importance 
where the executive in charge of this department has not sufficient 
legal training to analyze an indenture or deed of trust. Great 
care should be exercised in the choice of counsel, and if local 
talent is not considered sufficiently able, these matters should be 
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referred to someone in a larger center in whose judgment the 
utmost confidence can be placed. 

Considerable credit for the popularity of trust companies 
may be attributed to the character of the men who have directed 
them, but to maintain the good will thus established extraordi- 
nary care should be exercised to safeguard the interests of those 
(however erroneous their deductions may be) whose confidence 
leads them to believe that the trust company’s functions lend 
stability to the transactions with which it is connected, and it is 
this moral responsibility which is so difficult to impress upon the 
client, especially when cognizance is taken of it in the computa- 
tion of the trust company’s fees. 

The legal responsibility assumed by the trustee under a deed of 
trust is rarely appreciated except by those who have had the 
opportunity to work with skilled counsel or have followed some 
of the costly litigation to which loosely drawn indentures have led. 
Psychologically it may be a fallacy to say “Don’t;” but in this 
instance, to serve as a ‘‘Stop—Look and Listen” sign for the 
younger trust officers in the many new trust departments now 
being installed in banks in all parts of the country, the following 
““Don’ts”’ seem justified. 

Don’t be stampeded by the desire for new business into 
executing a deed of trust before— 

Approval of indenture has been secured from competent 
counsel. 

Provision has been made for adequate compensation, including 
acceptance fee and reimbursement for legal expenses. © 

The corporation has been investigated by the credit depart- 
ment. 

Ascertaining that the securities are what they purport to be. 

Every deed of trust should be carefully scrutinized for possible 
jokers and correct description of securities issued under the deed 
of trust. If bonds are described as first mortgage bonds, estab- 
lish the fact that they are a first mortgage upon all the property 
covered by the indenture and that there are no prior liens. 

The trustee’s duties and responsibilities must be clearly out- 
lined and not left to be a matter of conjecture. Provide for 
every contingency. Although they say, ‘It will never happen,” 
bear in mind that no corporation is too large to fail, and proceed 
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accordingly. Remember that the 
diseredit which one improperly drawn 
instrument places upon the trustee 
will undo the work of years in build- 
ing a trust department. 


RECORDS 


An arrangement of records similar 
to that in the estates division is 
followed in the corporate division, 
and, with the exception of the stock 
ledger, the transfer record and regis- 
tration record, they are identical in 
size with the records of the estates 
division. This permits the smaller 
trust companies to maintain prac- 
tically all records of both divisions in 
one binder, and in the larger trust 
companies the uniformity and neat- 
ness is an attractive feature. 

The first record illustrated is the 
Trust Register (Form 85) and is 
identical with the Trust Register of 
the estates division, serving a similar 
purpose, viz., a record of the trusts 
and assignment of the proper account 
number. A separate register is used 
for each subdivision of the corporate 
division and to each account number 
is prefixed a check letter to indicate 
the subdivision, as follows: 

Corporate trusteeships under bond 
or note issues by prefixing the letter C. 

Transfer agent by prefixing the 
letter T. 

Registrar by prefixing the letter R. 

Escrows by prefixing the letter FP. 

Coupon paying agent by prefixing 
the letters C. P. 
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Trust register. 


Form 85. 
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Dividend-paying agent by prefixing the letters D. P. 

The same reasons for the numerical arrangement of trusts in 
the estates division exist for a similar arrangement of the trusts in 
the corporate division. The procedure governing the filing of all 
documents, securities and correspondence is identical with the 
estates division. 

After a trust has been recorded upon the Trust Register it is 
indexed (Form 86). This index is identical with the Index to 
Accounts, estates division. Each sheet of the alphabetical sub- 
division is vowel indexed, furnishing a permanent and convenient 
alphabetical list of all trusts from which the account number 
may be readily located. 


ACCOUNTS 


Ro 


Rochester Folding Box 
Company c-1 


Ru 





Form 86.—Index to accounts. 


The only control accounts required are those governing the 
payment of coupons and dividends which are established in the 
bank’s individual ledgers; consequently the only records referring 
to the division as a whole are Trust Register (Form 85) and Index 
(Form 86). 

The principles governing the preparation of the records in the 
estates division were followed in the evolution of the records for 
the corporate division. This is illustrated by (Form 87) 
History of Trust, upon which is recorded a synopsis of the trust 
deed and all essential matters relating to the administration of 
the trust down to the time of its final disposition or the termina- 
tion of the trustee’s liability. Where necessary, the History is 
continued upon additional blank sheets, such as are used in 
recording Synopsis of Will in estates division. This synopsis will 
be found as important as the History sheet in the estates division, 
affording convenient access to essential facts and eliminating 
reference to original papers. 
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Compensation. 
Total Issue. 
Denominations. 
Notes Dated. 
Maturities. 


Rate of Interest. 
Interest Payable. 
Notes to Be Executed, 
How Issued. 


Replacement of Lost 
or Destroyed Notes 
or Coupons, 


Registration. 
Tax Provision. 


Increase of 
Liability. 


Redemption, 


Opticn. 


Sinking Fund. 


Default of Interest 
and Principal. 


Notice of Default. 


Liability. 
Resignation. 
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HISTORY 


$1,000.00. 

$200,000.00 

$500.00 and $1,000.00, 
July 1, 1920. 


July 1, 1922 $40,000.00. 
July 1, 1923 $160,000.00. 
8%. 


January and July first. 
By President or Vice-President and authenticated by Secretary. 
Notes may be issued in full or from time to time at the discre- 


tion of the Company. Trustee shall authenticate as directed, 


and deliver upon written order of the Treasurer. Trustee shall 
clip, cancel and deliver to the Company all matured coupons 
before authenticating Notes. 


Company may issue duplicates of lost Notes or Coupons upon 
indemnification satisfactory to Company and Trustee. Owners 
of lost or destroyed Notes or Coupons shall pay all expenses. 


Notes may be registered as to principal only. 


Company covenants to pay all taxes, except Federal Income 
cx in excess of 2%, Successive Inheritance and State Income 
‘axes. 


Company will not issue any other liens unless provision is made 
for payment of these Notes or upon written consent of two-thirds 
of all outstanding Notes. Proceeds of sale of real estate to be 
applied to reduction of Notes, or paid into Sinking Fund. 
Company agrees to keep current assets equal to total liabilities, 
including amount of Notes outstanding. 


Company may redeem all or any part of outstanding Notes at 
‘102% and accrued interest on any interest date. Notice to be 
given Trustee thirty days in advance of redemption. Notes to 
be drawn by lot. (See Indenture.) Notice of redemption to 
be mailed registered holders. Publication of notice to be made 
once a week for three consecutive weeks in a daily newspaper 
at Rochester, N. Y. All further interest to cease on Notes called 
for redemption. Notes called are to be canceled and sur- 
rendered to the Company, and not reissued. 


Holders of Notes maturing on or before July 1, 1922, may, 
upon written notice to the Trustee, thirty days prior to the 
maturity of their Notes elect to extend the maturity of their 
Notes, not longer, however, than July 1, 1923, subject to all 
the terms of this indenture. Notes so extended to be canceled 
and new Notes issued. 


Company shall on or before January 1, 1921, pay to Trustee 
as a Sinking Fund 109% of outstanding Notes; a like amount on 
or before July 1, 1921. Within sixty days of receipt of funds 
by Trustee, Notes to be purchased at a price not to exceed 
102%. Any unexpended balance to be invested in United 
States Government Bonds. After July 1, 1921, it shall maintain 
on deposit a Sinking Fund equal to 25% of aggregate in 
amount of outstanding Notes. 


In, the event of default of intcrest continuing for thirty days, 
Trustee may, and upon request of 309 outstanding Notes 
shall, proceed to the collection of the Notes. Company may 

. providing judgment has not been taken. Trustee may, 
upon written demand of outstanding Notes shall, cancel all 
proceedings and reinstate Notes. If default of principal shall 
continue for thirty days Trustee may institute such proceedings 
as its counsel may direct. Noteholders cannot individually in- 
stitute proceedings. All proceedings must be brought under the 
terms of the indenture. 


Trustee may assume that no default has occurred until written 
notice by 10% of outstanding Notes shall have been served upon 
it. Trustee shall be properly indemnified before taking any 
action. 


Trustee not linble except for groms negligence. 


Trustee muy resign upon written notice to the Company, which 
shall take effect upon appointment of successor; or Trustee 
may be removed by two-thirds of outstanding Noteholders. 
Noteholders of not less than a majority of the outstanding 
Notes may sppoint a successor Trustee. Company may appoint 
a temporary Trustee in the event that the office of Trustee is 
vacant for a period of thirty days. 


Form 87.—History of trust. 
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EE BSELEELU. Immediately following the 
History record are forms for 
recording the actual transactions 
(Form 88), showing Bonds 
Received, Bonds Certified, 
Bonds Delivered, Bonds Retired, 
with a complete description and 
all necessary information, in- 
cluding the “ Balance Outstand- 
ing’? and specific information 
relative to the coupons attached 
to each bond in every trans- 
action. When occasion requires, 
this is followed by a form for 
recording the Registration of 
Bonds as to Principal (Form 
89), and, as in the estates 
division, stress is again laid upon 
the advantage of having all 
information pertaining to any 
trust given within the span of a 
few pages instead of scattered 
through a multiplicity of records 
and ledgers. 

Form 90 is a combined ledger 
and record of coupons paid, 
furnishing a detailed record of 
the name, address, income tax 
information (see letter ‘‘y” or 
‘““w,’’ which indicates the owner- 
ship certificate attached to the 
coupons when paid), the bond 
numbers of paid and unpaid 
coupons, and is a_ protection 
against forgeries. The control 
accounts are established in the 
bank’s individual ledgers. 

Escrows cover the deposit of 
SSS various things of value under 


n 
< 
= 
= 
= 
2 
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Form 91.—Check register. 
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such a wide range of conditions that it is practically impossible to 
provide forms that will satisfactorily meet all requirements. 
The best results are obtained by the use of Form 87 for a synopsis 
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Form 92. 


TRUST No. R-1 


HISTORY 


UNION TRUST COMPANY Registrars for 
Seneca Operating Corporation. 


CLASSES OF STOCK Capital 


TOTAL NUMBER OF SHARES TO BE ISSUED 
5,000. 


TRANSFER AGENT First Trust Company. 


OFFICE OF COMPANY 29 Salina St., 
Syracuse, N. Y. 


FEES $500 annually. 

WHEN PAYABLE January first. 
WHEN PAID January 10, 1921. 
REMARKS 





Form 93.—History of trust. 


of the contract, followed by blank sheets, hand ruled, to cover the 
property left in escrow. 


Form 91 is identical with the Check Register of the estates 


division, serving a similar purpose. When issuing dividend 
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checks of corporations for which 
the trust company acts as transfer 
agent, the checks are entered in 
numerical order as issued and later 
checked off with a check mark (Vv ) 
as paid. A control account for each 
dividend is established in the bank’s 
individual ledger. 

The alert executive will find that 
the trust department affords ample 
opportunity for the expression of 
ways and means to handle effi- 
ciently the infinite detail with 
accuracy and dispatch. How 
mechanical devices may be used to 
conserve time and labor is illus- 
trated by Form 92, which is a 
dividend check with an attached 
but unbound stub. This is de- 
tached before mailing and filed by 
tying with a tape (through punched 
holes). On both check and stub 
the name and address are filled in 
with the addressograph, and the 
use of the window envelope in 
mailing completes with a minimum 
of labor and expense what has always 
been a laborious task involving 
much checking and rechecking. 

The transfer agent’s records are 
very simple. Forms 93, 94, and 
95 also are used where the trust 
company acts as registrar. The 
History sheet (Form 93) makes 
instantly available to anyone 
desiring it information that is only 
occasionally required and which is 
often a matter of memory withsome 
clerk familiar with the work. 


CAPITAL STOCK 


COMPANY, DO HEREBY ASSIGN AND TRANSFER 
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Form 96.—Transfer record, 
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Form 94, the Audit Record, is pro- 
vided to record the date and by whom 
verification of the records was made. 

Form 95, the Control Account, is 
the ‘Block Signal” against an 
overissue and will be found very 
effective. 

Following the Control Account in 
the binder is a Transfer Record 
(Form 96). This is a journalized 
record showing in chronological order 
the origin of each certificate. Col- 


STOP TRANSFER 


SENECA OPERATING CORPORATION 


on Capital Stock 


from January 4, 1921 


to January 17, 1921 


Oo VKe O. T. C. 





Form 97.—Stop transfer memo. 


umns for State and Federal Stamps 
provide a convenient means of check- 
ing by government officials. The 
printed heading, “For Value Re- 
ceived, the undersigned,  etce.,” 
appears only on the first sheet; the 
succeeding sheets are identical as to 
ruling except that this printed head- 
ing is omitted. 

Form 97. A colored insert pre- 
ceding the last sheet of the transfer 
record will be found to be an effectual 
stop on transfers while the books are 
closed. 


NAME Po bert L. Gordon 


ieee Street 


— 


ADDRESS &/2 / 
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TO OR FROM WUOM TRANSFERRED 





Form 98.—Stock ledger. 
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The Stock Ledger (Form 98), pro- 
viding essential information, together 
with a balance column, is_ self- 
explanatory. 

Form 99 is a colored insert preceding 
the ledger account and is used to carry 
special instructions, such as forwarding 
dividend check to a bank for the stock- 
holder’s credit. Its use leaves the 
ledger free from memoranda, adding 
to neatness and general appearance 
and permitting changes whenever 
required. 


DIVIDEND INSTRUCTIONS 
Robert L. Gordon. 


Send dividend checks to Guaranty 


Trust Company, New York City, for 
credit to his account. 


January 10, 1921. 





Form 99.—Dividend memo. 


The duties of a registrar being 
limited, Form’ 100 provides a con- 
venient record very similar to the 
Transfer Record, although its oper- 
ation is somewhat different, and, as 
previously stated, is used in conjunction 
with Forms 93, 94, and 95. 

Since it has been demonstrated that 
the combination of buff paper ruled in 
soft shades of green and brown elim- 
inates eye strain and adds to the book- 
keeper’s efficiency, the records of both 
divisions are so prepared and ruled, 
except those referring to the preferred 
stock records of the corporate division, 
which are prepared upon white paper; 
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REGISTRAR FOR 


CERTIFICATES CANCELLED 


REGISTEEED 


CERTIFICATES 





Form 100.—Registration record. 
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this distinction is to make reference from records of one class 
of stock to another more or less automatic. 

No mention has been made of the forms to cover ticklers, 
insurance records, receipts, remittance letters, statements or 
checks, as they are usually devised to meet individual prefer- 
ences and are not vital to the functioning of a well-organized 
department. 


CHAPTER IX 


FORMS AND RECORDS OF A SMALL TRUST 
DEPARTMENT 


With the courteous permission of the authors and of the pub- 
lishers, there are reproduced in this chapter two articles which 
describe forms and records for relatively small trust depart- 
ments, or for trust departments just beginning business. The 
first article, by W. E. Walker and E. M. Peterson, appeared in 
the Bankers Monthly of October, 1923. The second article, by 
David A. Householder, appeared in the Bankers Monthly of 
December, 1922. 


A MODERN SYSTEM FOR KEEPING TRUST DEPARTMENT 
RECORDS! 


So many banks are establishing trust departments and so 
many trust companies are being organized in the smaller cities 
throughout the country that a discussion of how trust accounts 
are handled at the Central Wisconsin Trust Company of Madison, 
Wisconsin, might be valuable to institutions contemplating the 
installation of trust departments as well as to banks and trust 
companies considering a change of systems. 

The system employed for handling trust accounts was installed a 
year and half ago after a thorough investigation of the systems 
employed by the larger and smaller trust companies throughout 
the Middle West. All the plans studied were adopted, adapted 
to our use or cast aside and a revised system installed at 
that time to supplant all of the more or less antiquated methods 
of handling the trust accounts. 

Since that time our system of trust accounts has been inspected 
by many trust companies which have adopted it in whole or in 
part. 

‘By W. E. Walker and E. M. Peterson, Central Wisconsin Trust 
Company, Madison, Wisconsin. 
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The trust department for which the following system was 
designed is divided into three divisions: Trust, Trust Agreement 
and Agency. The Trust Division includes all accounts which 
come under the jurisdiction of the county courts, such as 
executor, administrator, trustee, and guardianship accounts. 
The Trust Agreement Division is made up of our investment 
accounts; that is, the trust company agrees to invest and reinvest 
funds left with it at a fixed rate of interest. The Agency 
Division includes all collection and safekeeping accounts. The 
trust company usually has the power of attorney from the owners 
of the securities left with us for safekeeping so as to enable us to 
collect and reinvest such funds as may become due. 

A separate journal and ledger is kept for each of the divisions 
of the trust department. The journal in each case is, in reality, 
a cash book and general ledger for its particular division. All 
cash transactions as well as those affecting the securities are 
entered in these journals. The general ledger feature is that 
these journals also keep the controlling account of the various 
classes of securities. When these journals were put into use an 
inventory of all the accounts of each division was taken and 
the totals entered in the proper journals. Any changes in the 
securities of any division are run through the journal for that 
division and a new control balance brought forward. Form 
101 shows the Trust and Agency Journals. The Trust Agree- 
ment Journal is the same as Form 101, except that the columns 
pertaining to the income are left out. The Trust Agreement 
Income Journal is a three-column cash journal to which all 
income on trust agreement securities is credited and all disburse- 
ments of income to holders of our trust agreements are charged. 

The ledgers for each division except the trust agreement have 
two sheets for each account. One of these is an account with 
principal and the other with income. Form 102 shows the 
principal sheet and Form 103 the income. Where the trust 
company acts as a depositary for rents and no securities are 
involved, then only one three-column collection sheet is used. 
It will be noticed that the principal account ledger sheet is very 
similar to the journal sheet, as far as headings of the various 
columns are concerned, since the totals of all stocks and bonds 
columns in the ledger equal the stocks and bonds controlling 
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Form 101.—(Right hand page.) 
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TRUST DIVISION OF TRUST DEPARTMENT 
CENTRAL WISCONSIN TRUST COMPANY ‘ 





TRUST DIVISION OF TRUST DEPARTMENT 
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Form 102.—(Left hand page.) Ledge 


EXPLANATION 





Form 102.—Right hand page. 
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Acc’T. No. 


Form 103.—Ledger—income account. 
Form 104.—Securities register. 
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account in the journal. The same is also true of any of the other 
columns on the ledger sheet. The total of the cash, notes and 
mortgages, stocks and bonds, real estate and other security 
columns go to make up the total shown in the last column headed 
‘“‘Principal of Account.” It is also true that a total of all the 
“principal totals’’ should equal the amount shown in the princi- 
pal column in the journal. This security control operates 
the same in all divisions. 

In addition to the ledger and journal, a security register is 
kept for each division (Form 104). This record is useful 


_...... Name of Security 












Interest__..._.__..._..% Payable __.._____—. Annually__...___=.........:--...- Denomination 











2. Amount; gas 









Maturity ee 


Date=2 54422 es ee 











Nos. 2.423 soe a , s aoe QS < eee 













: ot Ee Card made by Se eee ——_ BS | 


Form 105.—Index of securities. (Form 105A is similar, and serves as a tickler.) 


because it presents an up-to-date inventory of the securities in 
each account. When a number of changes has been made in 
the securities of any one account, the security record sheet is 
rewritten so that a glance will show just what securities the 
account contains. If the ledger were consulted for this informa- 
tion, it would be necessary to check back a large number of 
entries to find out which securities were stillin the account. The 
security register of each division is divided into two parts, one for 
mortgages and one for stocks and bonds. These registers 
can be balanced with the control accounts in the journal. 

A card record is made of each security as it comes to the trust 
department on Forms 105 and 105a._ Form 105 is filed according 
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to the name of the security and Form 105a according to the 
interest due date. Form 105a is a great time saver when for 
any reason it becomes necessary to know whether or not any of 
the trust department accounts contain a certain security, as in 
the case of certain bond issues being called before maturity. 

The tickler cards for interest due on mortages sold to the trust 
department are taken care of by the mortgage loan department. 
Payments made on these mortgages are transferred by the loan 
department to the trust department. 

The trust department vault is divided into two sections. 
One is for filing non-negotiable securities, such as mortgages, 
and the other for bonds. The combination to the bond section 
is known only by the manager of the trust department and one 
officer of the trust company. No one else has access to these 
securities and these two people are jointly responsible for them. 

Both the mortgage and bond sections of the vault are divided 
into three sections to conform to the divisions of the trust depart- 
ment. In order to keep the packages belonging to each division 
from being filed in the wrong division a different colored jacket has 
been adopted for each division. This we find to be a great help 
in keeping our files in order. We also have jackets for each 
individual security to go inside the regular filing jacket. A 
description of the security contained is given on the outside of 
each of the jackets. 


A SIMPLE TRUST ACCOUNTING PLAN FOR THE AVERAGE BANK! 


That provision in the Federal Reserve Act which permits 
member banks to apply for and receive authority to function in 
various trust capacities is now recognized as an important one. 

At first, it seems that the National banks were not interested in 
taking advantage of an opportunity to broaden their scope of 
service and increase their earnings by placing themselves nearer 
on a parity with state banks and also those trust companies 
doing a commercial business. 

In the past two or three years, however, there has been a 
general recognition of the advantages afforded by this phase of 
the law. And many banks both large and small have made 


'By David A. Householder, Manager, Bank Service Department, Baker- 
Vawter Company. 
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application for permission, have qualified in accordance with the 
law and have established trust departments. 

For the most part, at least at the outset, banks are confining 
their trust department activities to the handling of individual 
trusts. Thatis, the duties which consist of acting in the capacity 
of executor, administrator, guardian, trustee and receiver. 
Corporate trust matters, including trusteeships under bond issues, 
duties as registrar, transfer agent, etc., will be more often assumed 
by the larger institutions. 

It is the purpose of this article to show to anyone having an 
impression that ordinary trust functions involve a great many 
intricacies that, in reality, the work is a comparatively simple 
matter. And that, instead of the need of numerous complicated 
records, the detail work may be handled simply and with com- 
paratively few books. 

To keep a set of trust records properly, all transactions must 
be recorded in detail. Complete reports must be drawn from 
the records from time to time and they must be accurate. Cer- 
tain trusts sometimes run for many years and it is frequently 
necessary to explain transactions several years old. Therefore, 
the need for records carrying thoroughly described entries is 
readily apparent. 

The records in the trust department system described here are 
simple, complete and easy to handle. Further, the exposition of 
the plan will evidence a flexibility which permits adding to or 
taking from as the requirements of the bank increase or decrease. 
Thus, the general plan is applicable to either the small or the 
large bank. 

At the outset, things are materially simplified by carrying 
cash only to the general books of the bank. Investments listed 
in the inventories of various trusts are recorded in auxiliary books. 

In the general ledger of the bank a liability account is set up 
entitled ‘Trust Deposits.”” This general account is the control 
of all cash and represents the total amount of actual cash credited 
to all trusts. An individual trust ledger carries the individual 
cash account separately for each trust handled. 

The system as a whole comprises the following: 

Trust docket and title sheet. 

Inventory record. 
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Individual trust ledger. 

Cash journal (recording the detailed transactions of receipts 
and disbursements). 

Duplicate voucher checks. 

The trust docket, shown in Form 106, is the title page of the 
trust. It shows the source of appointment, court record and 


TITLE PAGE—TRUST MINUTES THE BLANK 'NATIONAL BANK WAUKEGAN ILL 






SHEET NO 
y. zr 







DATE OF DEATH 2 PROG p 
DATE ©. 


BENEFICIARIES AND SHARE EACH 
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IRUST MINUTES THE BLANK NATIONAL BANK. WAUKEGAN. ILi 


SHEET NO NAME 









Form 106A.—Record of trust. 


dates and other data pertaining to instrument or matter involved 
in the trust. Form 106A shows the continuation sheet. These 
sheets follow the title page and contain all manner of records 
pertaining to the trust, such as a transcription of the will, letters 
of administration, trust agreements, etc. Future records of the 
activities in handling the trust, such as reports to the court, 
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Form 107.—Inventory of trust. 


agreements between heirs, 
etc., are entered on thisand 
succeeding sheets. This 
forms the history or minute 
record of each trust. 

The inventory is used for 
recording the actual inven- 
tory of the property, both 
real and personal, of an 
estate and is shown in 
Form 107. 

Separate sheets should 
be used for listing real 
estate and personal prop- 
erty. The latter may be 
further divided, using sep- 
arate sheets for bonds, 
stocks, mortgages, notes, 
etc. 

In listing an inventory 
of personal property, for 
instance, a certificate for 
ten shares of stock at $100, 
par, amounts to $1,000 face 
value. This amount is 
placed in the ‘‘ Face Value”’ 
column following the de- 
scription. If the stock 
was appraised at $90, the 
amount of $900 goes in the 
“Value Taken” column. 
If the ten shares of stock 
are later sold at $110, the 
original appraisal value of 
the stock is entered in the 
thirdcolumn. The balance 
column must always show 
the total value of holdings 
remaining. The balance 
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would not show correct if items were charged out at greater or 
less value than that at which taken. The ‘Profit and Loss” 
column is provided to take care of gains or losses from such trans- 
actions. If sold at a gain, the amount is entered in this column 
with black ink, if at a loss, with red ink. 

A running record of net gain or loss on all transactions to date is 
shown in this column. That is, the difference between the total 
of all gains (black amounts) and all losses (red amounts) shows 
the total profit or loss. This computation is made when for- 
warding to a new sheet and the net amount, either red or black, is 
carried forward. 

Additional purchases of investments may be added when made, 
entering the amounts at actual cost through the ‘‘ Value Taken”’ 
column and extending the new balance. Adjustments following 
reappraisals can also be easily effected on this form. 

The “Item Number” and ‘Description’? columns are self- 
explanatory. It is advisable to number each item listed consec- 
utively. Should property be disposed of later on it provides 
ready reference to the original entry on the inventory made 
perhaps one or a number of years before. 

An individual Trust Ledger account is kept for each trust. 
The original entries which are later posted to the individual 
trust ledger accounts are made on a journal which is later 
explained 

The trust ledger form runs across two pages. Form 108 shows 
the left-hand page and Form 108A the right-hand page. At the 
extreme left of the left-hand page appears the total cash account 
of the individual trust. A generous description column is pro- 
vided because the transactions should be explained in detail and 
this description is sometimes quite lengthy. 

The balance column of the cash account section shows at all 
times the entire cash balance due the trust, including both income 
and principal cash. 

In the first section on the right-hand page will be inserted 
any items representing an income or expense amount which is 
charged or credited to the total cash account. Interest, rent or 
other expense paid out will be debited to expense and credited 
to cash. Any income or earning received will be credited to 
income and charged to the cash account. 
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The sum of all cash balances in the cash account section of all 
trust accounts in the ledger should equal the ‘‘Trust Deposits”’ 
account in the bank’s general ledger. 

The four columns at the right under the ‘‘ Investment Account”’ 
heading do not enter into the cash account. They are used for 
memorandum records of the investment account of the trust. 
They operate the same as the corresponding columns on the daily 
cash journal, as later explained. 
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Form 109.—Voucher check. 


The duplicate voucher check plan is used for all disbursements 
except those of minor nature made from petty cash. 

The form of voucher check (Form 109) is arranged with a check 
portion, also a statement portion which permits a description of 
the purpose for which issued. 

The duplicate copies of all voucher checks are filed under the 
name and number of the trust which they affect. The duplicate 
copies of any vouchers issued and paid for the bank’s own account 
are filed by name of payee in the files of the trust department. 


172 TRUST DEPARTMENTS 


A large filing envelope bearing the name of the trust and the 
trust number is filed in the trust department files. This envelope 
contains all of the papers, copies of reports, instruments, etc., 
relating to said trust. This plan keeps available in one place all 
of the material relating to any given trust. 

The cash journal or daily balance form also runs across two 

pages, that is, clear across the open book (Form 110). 
The columns at the extreme left of the left-hand page under 
‘‘Trust Investments’? are for memorandum record purposes 
and do not enter into the cash account or general ledger of 
the bank. 

This section will show at any time the total of allinvestments of 
all the trusts being handled. Such investments cover everything 
owned by the trust except cash, which accountis kept individually 
in the trust ledger and in total in the general ledger of the bank 
as “Trust Deposits.”’ In this trust investment section the totals 
on this form are closed and posted each day. 

The total inventory of the trust as shown on the inventory 
form (Form 107) is entered in the column ‘‘Inventory and 
Additions (Value Taken).’’ Postings are made from here to the 
individual trust ledger as the amounts affect each trust. Each 
new trust coming in is added and a running total is kept in the 
first column. All cash received in an estate will be charged in 
the debit column of the cash section which next follows on the 
form. 

Any property sold is properly described and entered in the 
column “ Disposed of (Value Taken)” under the trust investment 
section. If there has been a profit or loss on the transaction the 
amount is entered in the ‘‘ Profit and Loss’? column—gains in 
black, losses in red. A net total of this column is forwarded 
from page to page. Subsequent purchases from the funds of 
any are entered at cost in the first column. 

The difference between the totals of the first and second columns 
is the total amount of investments owned by all trusts. This 
amount must equal a grand total of all balances thus shown on all 
of the inventory sheets. 

The total of the investment items of each individual trust as 
shown in the trust ledger must agree with the total of the corre- 
sponding inventory of each trust. 
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This affords a complete and accurate check on all trust invest- 
ments. The perpetual inventory gives immediate information 
which otherwise is not available without taking a complete new 
inventory. 

A petty cash fund is carried in the cash drawer for actual cash 
payments. For such payments, a simple form of cash voucher 
for each item can be used. Practically all disbursements should 
be made by trust department duplicate voucher checks. Small 
items only should be paid in cash as in any business. 

A regular voucher check should be used at times to reimburse 
the petty cash fund. Items paid in cash may be chargeable to 
a trust account or to the trust department itself. If to a trust 
account, when the reimbursing voucher check is made up, the 
cash vouchers bearing the voucher check numbers are filed in 
the envelope or folder containing all of the trust papers. In this 
same folder the duplicate of regular voucher checks representing 
disbursements of that trust will be filed. This folder will contain 
a complete record of cash vouchers and check payments affecting 
that trust. 

The cash section on this form is for use in recording the receipts 
and payments from the regular cash and not from the petty cash 
fund. A payment made by voucher check is entered in the 
“Trust Department Checks Payable”’ column with the number 
of the check. A ‘‘Trust Checks Payable”’ account is set up in the 
general ledger of the bank just the same as a cashier’s check 
account. 

Following date and description columns the form is divided 
into sections and are here explained in the order in which they 
appear. 

Any debits or credits to the trust department expense or earn- 
ing accounts are debited or credited in these columns. The 
account name or number is inserted in the column provided for 
that purpose. For example, if a check is issued for salary, the 
entry is: credit trust checks payable and debit expense (salary 
account or its number if account numbers are used). 

If a check is received for certain fees, the entry is debit cash 
and credit earnings, noting the name or number of the earning 
account inserted in the proper column. The general ledger of 
the bank has a trust expense account and a trust earning 


FORMS AND RECORDS 175 


account and the totals only of the expense and earning columns 
will be posted to these accounts at the end of each day. If the 
trust expense and earning accounts are to be analyzed in detail, 
it is done on a recapitulation sheet by the trust department. 
The bank’s general ledger carries the totals only. 

The next section takes items affecting the regular asset and 
liability accounts of the bank and any items in these columns 
will be posted each day in total for each account to the bank’s 
general ledger. For example, if the bank makes a loan to the 
trust department for $1,000 the commission deducted might be 
$20, and a net check issued for $980. The entry would be, credit 
trust checks payable $980—credit earning account $20, and 
debit trust loan or mortgage loan account $1,000. The latter 
amount goes in the debit column of the general ledger asset and 
liability section. 

The next section is for use in charging accounts receivable if 
any. This would be used in a case where a mortgage loan was 
under contemplation and, in investigating the property, appraiser 
and abstractors would have to be paid. The expense incidental 
to this work is chargeable to the borrower. Until the money is 
turned over such items are charged to accounts receivable. 
When the money is paid this amount would be deducted from the 
check in the same way as illustrated above. The amount is then 
credited to accounts receivable. This form contemplates the use 
of one column for both debits and credits, the latter in red. At 
the end of the day the debit and credit items are added and the 
difference is the net total. 

The next section is the control for the trust ledger cash account. 
This section controls the trust ledger, which deals only in receipts 
and disbursements of cash. 

For example, if actual cash is paid out for some trust from 
incoming cash (not petty cash) the entry is: credit cash and debit 
trust ledger cash account, giving the number of the trust and 
designating by I or P whether it is a payment for Income or 
Principal. Most cash payments are for expense, but, to illustrate, 
if a piece of real estate is purchased for $5,000 cash, then it would 
be P (for principal.) Income in this sense means the income and 
expense account for the trust and not merely income. In the 
trust ledger income (meaning income and expense) and principal 
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are kept separately. Hence, entries must be so designated on 
the cash journal from which the postings are made to the trust 
ledger. 

The totals of this section are posted to the general ledger of the 
bank each day to the debit and credit of the ‘Trust Deposits”’ 
account. 

The last section on the form can be used when the trust depart- 
ment handles a real estate rental business. In this case it would 
be used for the landlord’s account. Or it may be similarly used 
for other purposes. 

At the close of each day the clerk keeping this record makes 
up a form to hand the bank’s general bookkeeper for use in 
posting to the general ledger. Ina general way this is as follows: 

Charge cash amount in total of cash debit column. 

Credit cash amount in total of cash credit column. 

Charge trust expense with total of trust expense column. 

Credit trust earnings with total amount in trust earnings 
column. 

Charge total of each account affected in the asset and liability 
debit column. 

Credit total of each account in the credit column of same 
heading. 

Charge accounts receivable total of that column if the net 
amount is in black. 

Credit the same if it is in red. 

Charge trust deposits total of the debit column in the trust 
ledger cash account section. 

Credit the total of credit column in the same section. 

The number of transactions are comparatively few each day 
and the above can be drawn off very easily at the close of the day. 

This explains this form so far as it affects the general books of 
the bank and the receipts and disbursements in the trust 
department. 

INDEXING AND Fitinc Trust REcorRpDS 

The records of each trust are filed under the number assigned 
to such trust. 

The docket sheet, continuation sheets, inventory and trust 
ledger sheets are of uniform size. This permits filing the records 
of each trust together in one binder. 
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The trust record binder is provided with a numerically tabbed 
index. Under No. 1 will be filed, first—the title page, then the 
supplemental trust record, then the inventory and trust ledger 
record in the order named. The same grouping will be followed 
for trust No. 2 and so on. 

An additional binder is used for the cash journal record which 
requires no index because it is created in regular date order. 

An alphabetical index by trust account names should be 
provided as the cross-index to the numerical trust record. Small 
index cards carrying the trust names and numbers may be used 
for this purpose. If the trusts handled are very few, a typewritten 
list of trust names in alphabetical order showing the correspond- 
ing trust numbers may be attached to the fly leaf of the trust 
record binder. 

A trust duties tickler may be easily arranged with index cards 
filed by dates, so that matters must receive attention. This will 
insure prompt attention to the collection of interest coupons, 
filing of reports, payment of taxes, payment of insurance pre- 
miums, distribution to beneficiaries and other matters. 


CHAPTER X 
AUDIT AND CONTROL! 


An audit of a trust department may be conducted by outside 
parties, including national, state, or clearing house examiners 
and public accountants (known as an external audit); or may be 
conducted by officers or employees of the bank or trust company 
(known as an internal audit). Internal audits may be occasional, 
performed for the purpose of periodical examination or for the 
particular examination of a given trust or estate; or may be 
continuous audits, in which the work is conducted by an auditor 
or staff of auditors who check the transactions of the department 
daily and in detail. 

This chapter is concerned with the continuous internal audit. 
Within recent years the custom of maintaining such an audit has 
become practically universal in all large trust departments, and 
it is an ideal toward which all companies large or small should 
work. It is not always an easy matter for a bank or trust com- 
pany having a small volume of trust business to maintain an 
audit staff for this purpose alone. It is, however, important for 
any company which maintains a trust department to make some 
arrangement under which its trust department will be subject 
to careful and frequent examination, if not to continuous audit. 


AUDIT SYSTEM 


There are two good reasons why it is not possible to have one 
standard audit plan for use in all trust departments. First, 
the audit system must be adapted carefully to the particular 
institution which it is to serve. The plan must evidently be 
different for a large department handling millions of trust funds 
than for a small or new department whose responsibilities are 
relatively small. The plans of accounting and of operation 


1 See also pages 94-101. 
178 


AUDIT AND CONTROL 179 


followed must also to some extent determine the audit plans. 
There are, nevertheless, certain fundamental principles which 
must be kept in mind by auditors of all trust departments. 

Second, a standard plan of audit is not feasible because the 
efficiency of any audit plan depends upon the intelligence, skill 
and originality of the auditor in charge. He must be ready not 
only to adapt his general plan to the conditions which he finds, 
but also to modify or depart from his set plan to meet any con- 
tingency which may develop. Nothing is more fatal to the 
efficiency of an audit department than to have its work resolved 
into a purely perfunctory and routine operation. 


ACCOUNTING SYSTEM 


The accounting and operating system itself should be devised 
with reference to the ease and certainty of proper audit. This 
does not mean that the efficiency and speed of the accounting 
work must be sacrificed for the benefit of the auditing depart- 
ment. It does mean, however, that the accounting system 
must be simple enough, and clear enough, and full enough to 
enable the auditor to follow through any transaction clearly from 
beginning toend. It also means that the whole plan of operation 
shall be so devised as to offer a minimum of opportunity or temp- 
tation for error, dishonesty or collusion in wrongful transactions. 

Among the matters essential to a good system are the following: 

All records of the trust department must be separate from the 
general accounts of the bank. 

Accounts of each trust or estate must be maintained as a 
separate unit. 

There must be a detailed record of the investments for each 
trust or estate. 

Controlling accounts must be maintained to show the total 
property held by the department as a whole and the total held 
for each trust or estate, and for large estates, at least, subcontrols 
to show the totals of different forms of property held in each 
estate. It should always be possible to take a trial balance 
from the books at as frequent intervals as circumstances make 
desirable. The control accounts must be kept by persons other 
than those who keep the detail accounts. 
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It is a fundamental principle in any accounting and operating 
system that under no circumstances shall the same person handle 
cash and also either keep or have access to the records of the cash. 
This principle applies with even more force to the handling of 
securities. Under no circumstances should the same person 
both handle the securities and either keep or have access to the 
records of the securities. In a trust department, therefore, 
the handling of cash, the handling of securities and the keeping 
of the records of cash and securities should be in the hands of 
three persons or groups of persons. In a large department the 
securities clerks as well as the cash tellers should be in cages not 
accessible to other employees. Where the volume of business is 
large, it is usually possible, and when possible it is desirable, to 
have different sets of clerks keeping different portions of the 
records so that only by collusion of two or more individuals can 
false entries remain long undetected. 

While not a necessity, it is a convenience both to the accounting 
and the auditing departments to use different colored cards or 
sheets for principal and income accounts and different colors 
also for the different classes of property—bonds, stocks, real 
estate, etc. 


AUDIT OF INDIVIDUAL TRUST OR ESTATE 


The initial audit of an individual trust or estate should begin 
with a careful examination of the will or other instrument under 
which the trust was created, with the purpose of learning the 
conditions and the instructions to be followed in the administra- 
tion of the trust. The next step is to compare a certified copy 
of the inventory filed in court, or the receipt given upon accept- 
ance of the trust, with the original entries on the books to see 
that all assets have been entered upon the records. The balance 
of the audit may then be taken up in such order as circumstances 
dictate and should cover the following steps: 

Examination of Securities.—This involves the handling and 
the examination of the actual securities to see that everything 
called for by the records is actually on hand. In case any securi- 
ties are out for transfer, for collection or for other purpose, the 
auditor should satisfy himself regarding the matter by inspection, 
if the securities are close at hand, or by correspondence, by returns 
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or by other satisfactory evidence. The securities should be 
examined to see that they stand in the proper name, that they 
are technically correct in such matters as date, signature, etc., 
that the serial numbers correspond with the records in the books, 
that the securities were legitimate investments when made, as 
tested by the document creating the trust or by the laws of the 
state, and that the purchase was authorized by the proper officer 
or committee. This last provision will, of course, not apply 
to those securities which were in the trust when it was taken on 
and whose continuance was distinctly authorized or required by 
the will or agreement creating the trust. 

Verification of Income.—The income account offers more 
opportunities for error and perhaps more opportunities for 
irregularity than the principal account itself, due to the character 
and the larger number of entries and to the fact that manipula- 
tion or error in the principal account is more easily detected. 
Special effort must be made to see that the income records are 
not only consistent with themselves, but also that they account 
for all income that should have been received. In the matter of 
dividends, for example, the auditor should make up for each 
security a schedule of the dividends that should be expected each 
year. This record may easily be obtained for stocks which pay 
regular dividends at stated intervals. In other cases it may be 
necessary for the auditor to write once a year to the corporation 
whose stock is in question to obtain a statement of the amounts 
and dates of dividends paid during the preceding year. In large 
departments the same securities may be held by several trusts, 
thus providing a good opportunity for cross-checking. The 
statistical department can often furnish needed information, 
and in some companies this department is charged with the duty 
of preparing each month a statement of the income receivable 
in the form of interest or dividends on all securities held. The 
auditor should follow a similar policy regarding interest on bonds, 
and he should see that the coupons sent for collection have 
actually been paid and entered on the books and also that there 
has been no failure to send coupons for collection. He should 
check such items as rents in a similar way, otherwise it may 
transpire that tenants occasionally have omitted to pay a month’s 
rent and the estate has failed to receive the credit due. The 
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general principle with reference to all income should be that the 
auditor does not depend upon the book records alone, but checks 
from independent sources to see that the books show all of the 
income that was due. With reference to the income of trust 
estates, it should be remembered that the statements of income 
are often not subject to careful checking by beneficiaries. This 
fact puts a larger responsibility upon the auditor to be sure that 
the accounts are correct. 

Disbursements.—Disbursements should be checked to make 
sure that they have been made in accordance with the terms of 
the trust instrument and with the system in use by the company 
with reference to authorization by the proper officials. It is, 
of course, understood that the trust department does not carry 
a cash account and that all funds are deposited and all disburse- 
ments made by checks. The auditor should be on his guard to 
detect any disbursements, even though properly authorized, 
which do not seem to be reasonable disbursements under the 
conditions, and in such cases should satisfy himself that no error 
nor. wrongdoing has been committed. The auditor should 
see proper vouchers for all payments. The fees charged by the 
company against an estate should be checked carefully to see 
that they are in accordance with the agreement or the law and 
that they have been correctly figured. The disbursement of 
securities should be safeguarded in such a way that such dis- 
bursements cannot take place without the knowledge of the 
auditor. In some institutions requisitions for securities are 
always countersigned by an auditor; in other cases duplicate 
copies of all requisitions are furnished to the auditor. In such 
cases it is an additional safeguard to have the requisitions num- 
bered consecutively. The auditor will, of course, follow through 
all such transactions to check the final distribution of the 
securities. 

Apportionment.—The apportionment of receipts and disburse- 
-ments as between principal and income must be checked with 
great care. In order to do this the auditor must be thoroughly 
informed as to the rules and principles governing such 
apportionment. He must know how to apportion such items as 
stock dividends, proceeds of sale of rights to subscribe, or pay- 
ments made on subscriptions under such rights or unusual 
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dividends, some of which may be assignable to principal and some 
to income. On such matters it is important to know whether 
or not the instrument creating the trust contains specific instruc- 
tions. He must understand and apply the principles of the 
amortization of premiums on securities. There is not at present 
uniformity of opinion on the question of accumulation of dis- 
counts on securities, but if it is the policy of the company to make 
these the auditor must understand the principles.. Decisions of 
state courts in these matters must be followed. 

Statements.—The auditor should see that proper and regular 
accounting is made to the court and to beneficiaries at such 
periods as have been agreed upon or as are required by law, during 
the life of the trust and upon its termination. 

Distribution of Estate.—Upon the closing ef an estate the audi- 
tor should check the distribution carefully, having in mind ques- 
tions as to whether the distribution is made properly in 
accordance with the terms of the will or trust agreement, or with 
the law of the state, whether proper vouchers are on hand for all 
disbursements and whether the distribution is accompanied 
by proper accounting. This is often a complex procedure, 
especially where an estate is not distributed all at one time, as, 
for example, when it is distributable to several heirs, each of 
whom is to receive his portion upon reaching maturity. 


THE SAFEGUARDING OF SECURITIES 


In view of the risks involved it is essential to have a carefully 
devised system to safeguard the receipt and delivery of securities. 

The problems involved are to know: 

1. That all securities when first received actually re: ach ‘the 
vaults and are duly entered in the records. 

2. That after the securities have once reached the vaults they 
do not leave the vaults except for proper purposes, such as trans- 
fer, conversion, etc.; that in such case either the securities or the 
correct equivalents are again returned to the vaults; and that 
the books faithfully record any changes in securities. 

3. That the final delivery of securities is made only on proper 

authority and to the proper person and that the correct book 
; are then made. 
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4. That coupons attached to bonds are detached only for 
collection at the proper times, and then that the proceeds are 
credited to the proper account. 

The universally adopted solution of these problems is to place 
all trust securities under the joint control of two persons or groups 
of persons in the institution, the one group usually consisting of 
an officer or chief clerk of the trust department and the other 
group of the auditor or one of his assistants. For this purpose 
the vaults are provided with two separate locks so that access to 
the securities requires the presence of two persons. Supple- 
menting this plan of joint control there must be a careful system 
to guarantee correct book entries and audit examination of all 
“in” and ‘‘out” transactions. This system will naturally vary 
according to the conditions under which the department operates. 

The following accounts show the methods used by three well- 
managed trust departments: 

1. An officer taking in securities immediately prepares in dupli- 
cate, from a book of blanks in his desk, a simple receipt (to which 
may be attached a list of the securities if desired), which he sends 
at once with the securities to the vault custodian. The vault 
custodian signs the original, which is on red paper, and retains 
the duplicate. The original, after being returned to the officer 
by the one for whom it was made for inspection, is sent at once 
to the auditor and dropped into his locked box. 

When securities are delivered, the vault custodian, of course, 
takes a receipt and he is instructed as to whose receipt will be 
acceptable for given classes of securities—trust officers for trust 
securities, bond officers for bond department securities, loan 
department officers for collateral securities and the like. These 
receipts may be prepared by the custodian at the time of delivery 
or may be prepared in the various departments and sent down to 
the vault for exchange. Orders for the transfer of securities from 
one account to another are provided on a special form signed by 
the officer having charge of the account from which transferred. 
The first thing each morning the vault custodian has a typist 
prepare from these receipts a statement in triplicate of all securi- 
ties received and delivered, treating transfers as delivered from 
and received by the respective accounts. All three copies go at 
once to the auditor, who first checks them against the custodian’s 
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receipts which he finds in his box. The auditor then checks 
these against the book entries for the preceding day. This he 
can do very easily and very accurately, as we have all our book- 
keeping done on bookkeeping machines and automatically pro- 
vide, as day books showing all transactions, proof sheets obtained 
as carbon impressions of all our postings. These are, of course, 
arithmetically balanced. [nm this way the auditor at once 
verifies the correctness of these reports and assures himself that 
the corresponding book entries have been made, transferring 
to a bound book called ‘‘Securities Suspense Record”’ any dis- 
crepancies and any securities out for transfer or conversion or 
forwarded for collection and dishonored on presentation. One 
copy of the report is returned to the vault custodian, one copy is 
retained by the auditor and one copy is delivered to the statistical 
department to be posted on the card ledger maintained by that 
department. It is, I fancy, universally agreed that such a record 
of the securities which we hold is a necessity, filed according to 
name and showing amounts and the respective capacities in 
which the securities are held. With this record we keep in touch 
with the securities in our hands, and the financial and industrial 
developments that affect them. We used formerly to find some 
difficulty in keeping these records in accord with our books. 

Now, rather oddly it might seem, we use this statistical 
department record as the initial source of the information govern- 
ing maturing income collectible. In the first place we have the 
record ready-made. That’s a very good reason of itself. The 
record is accurate, because, as we have seen, all postings are made 
from audited reports and a control is carried which guards against 
clerical errors and omissions. In the second place, this depart- 
ment is remote from the vault, from our formal records and from 
our tellers. There is little chance of collusion or deliberate 
omission. In the third place, it is best equipped, from its contact 
with financial papers and from other sources of information, to 
keep in touch with dividends as declared. 

This department, then, prepares each month, in triplicate, a 
statement of income receivable, both bond interest and dividends. 
One copy goes to the auditor, one copy is split up among the 
various bookkeeping departments and one copy goes to the vault 
custodian, who at once begins the cutting of his coupons. The 
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bookkeepers verify the list with our formal records of the securities, 
and with one typewritten impression have prepared 

1. The credit slip. 

2. A form of receipt which will ultimately go to the vault 
custodian in exchange for maturing bonds and coupons. 

3..An advise of credit—where used—to be mailed to the 
customer. 

These then, when completed, go to an exchange teller—one 
who has no cash in his control, it will be noted—who signs the 
receipts, obtains for them the maturing bonds and coupons, puts 
the credits through his own blotter and mails the advise slips. 
After a few days the auditor, using our proof sheets, and the 
statement, checks not only the fact that the income has been put 
through the books, but also that it has been credited to the right 
account. ! 

2. It is necessary to operate a control through the auditing 
department. This is established by an examination and check 
of the security or investment ledgers, and a balance taken of the 
aggregate amount of securities at par value, this balance chang- 
ing each day by the par value of securities received and delivered. 

The securities will then move through the operation of 
‘“‘received”’ and “‘delivered”’ tickets to be used in triplicate form 
and numbered, a space being provided for the amount at par 
value, and on the original the signature of the person posting to 
the account on the security or investment ledger, and on the first 
carbon, or vault ticket, the signature of the vault custodian 
and the person in charge of depositing or withdrawing securities, 
the third copy being used for posting entries into subsidiary 
records. 

_ As the securities in the investment ledgers will show the hold- 
ings of each estate, the installation of a master index? will complete 
the records by showing the securities listed in accordance with 
the names and amounts of each kind of investment held and what 
estates own them, with bond and stock numbers. This book 


1 Extract from paper by John N. Stalker, Vice-President, Union Trust 
Company, Detroit, read at the Fourth Midwinter Conference, Trust 
Companies of the United States, 1923. 

2 For a complete description of the master index and its advantages see 
article by W. G. Littleton, Trust Companies, vol. 38, p. 21. 
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works in opposition to the securities or investment ledgers, 
being posted, proved and balanced with controlling account each 
day. It is not only of great value in locating any certain securi- 
ties in the various accounts, but furnishes accurate information of 
total holdings of any particular securities, and is an integral 
factor in the control, as its totals must agree with the investment 
ledgers, which are kept by a different set of clerks. 

When the contents of a safe-deposit box have been examined 
and listed, a copy of the list is retained by the auditing depart- 
ment to be compared with the vault ticket deposited with the 
securities in the vault. The securities are passed on to the 
securities department, where they are examined and entered on 
the securities received tickets in detail. The original, or book- 
keeper’s ticket is routed to the clerk, who enters it on the security 
ledger, signs and deposits it in the auditor’s lock box. 

The first carbon of the vault ticket accompanies the securities 
to the vault, where it is signed by the vault custodian and the 
person in charge of depositing them. This vault ticket is also 
deposited in the auditor’s lock box in the vault department. 
It is collected each day by the auditor, who sees that he receives 
a complete set of tickets, three in number. 

When securities are received under letters of attorney and deeds 
of trust, a carbon of the list of securities so received, properly 
signed by the receiving official of the company, is delivered to the 
auditor for the purpose of verification with the securities received 
ticket. 

When securities are purchased for accounts of trusts and not 
received until later, in order that the security or investment 
ledgers may reflect the correct balance of securities at all times, 
the securities tickets are made at the same time as the order for 
the check. The original is passed on to the bookkeeper for entry 
on the security or investment ledgers, but, as there are no securi- 
ties to accompany it, the vault ticket is placed in the proper trust 
envelope and held there until the actual security is received. 
The auditor, lacking the vault ticket, will follow the trans- 
action daily until the securities are received, at which time the 
vault ticket will be signed and deposited in the lock box, thus 
completing the transaction, which has remained open in the 
auditing department until this ticket has been received. 
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Securities removed from the vault for permanent delivery are 
entered on securities delivered tickets and routed the same as the 
securities received tickets, except that they are signed out by the 
vault custodian and the person authorized to withdraw them. 

Where securities are sold, the auditor checks the entry in the 
cash book against the delivery ticket, and, in case of distribution, a 
list of the securities is sent out for verification, to be returned over 
the signature of the person receiving them in a special auditor’s 
envelope. 

When the day’s tickets of securities received and delivered are 
collected by the auditor, a settlement is made against his con- 
trolling account, and by comparison with the bookkeeper he 
proves the security or investment ledgers to be in agreement with 
the auditor’s control each day. 

In the case of withdrawal of securities for transfer or other 
temporary purposes, a temporary withdrawal ticket takes the 
place of a permanent withdrawal ticket, and does not require a 
book entry. This is in duplicate, the original advising the 
auditor of the transaction, who verifies by correspondence 
the'proper delivery; the carbon, or vault ticket, being held in the 
proper envelope in the vault in place of the securities until they 
are again lodged in the vault, when it is released and completes 
the transaction in the auditor’s binder. This ticket also provides 
for signatures for withdrawal and redeposit in the vault. 

It is also of extreme importance to safeguard the securities 
which are continually being left for safekeeping by various per- 
sons interested in trust estates, and to this end the control of 
these securities is operated in much the same manner as the trust 
investments. The aggregate of these securities at par value is 
set up by the auditor, which establishes his controlling figure. 

From that point the securities move in and out of the safekeep- 
ing compartment by triplicate tickets, the first or original ticket 
going to the customer as a receipt to be surrendered when securi- 
ties are delivered, the second copy being the auditor’s copy, by 
which he makes entry in his control, and the third copy is held by 
the securities department on file, a space being provided for the 
signature of the person delivering it from the vault and the vault 
custodian’s verification. It has a printed line on it for the sig- 
nature of the person receiving the securities. 
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When the original is surrendered and the third copy signed for 
the receipt of the securities, they are deposited in the vault lock 
box and are collected by the auditor. This closes the transac- 
tion on his control.! 

3. Under this system the securities vault has two locks, the repre- 
sentative of the auditing department holdinga pass key to the vault 
which it is necessary to use before the other lock can be undone. 
In this way a representative of the auditing department must be 
present, with a representative of the trust department having the 
combination or key of the securities vault, at every opening. 

In the first place, a vote of the board of directors specifies who 
shall gain admittance to the securities vault of the company, 
and how many men shall be necessary for the opening of the 
vault. A system of requisition slips is used for the receipt and 
release of all securities or miscellaneous assets, and a vote of the 
board of directors authorizes the auditing department to accept 
requisitions approved by certain officers of the corporation. The 
requisitions are made out in quadruplicate and cover the following 
points: receive—individual and corporate trust; deliver—individ- 
ual and corporate trust; receive—safekeeping; and deliver— 
safekeeping. 

Temporary withdrawal slips are made out in duplicate. These 
are used as a vault slip upon any temporary withdrawal of securi- 
ties, one to be taken by the representative of the auditing depart- 
ment, and the other kept by the trust department. When the 
transaction represented by this slip is completed, the copy retained 
by the trust department is taken to the vault and given to the 
representative of the auditing department, who files this with the 
original sheet, thus completing the transaction. 

If the withdrawal of securities on a temporary slip is to become 
permanent, a regular withdrawal is attached to the duplicate 
of the temporary slip held by the trust department and is given 
to the auditing department. These temporary slips are kept on 
file and each original must be followed by its duplicate. If the 
duplicate sheet is not in the file, it shows that this transaction 
has not been completed. 

1 Extract from paper by Edgar E. Daniell, Auditor Fidelity Trust Com- 
pany, Philadelphia, read at the Fourth Midwinter Conference, Trust 
Companies of the United States, 1923. 
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Regarding the vault slips that are used—all slips are numbered 
and filed numerically. The supply of these slips is kept under 
lock in the auditing department and a new pad is passed out to the 
trust department only when the preceding pad has been used up. 
The auditing department is very careful to check up these slips 
to make sure that no numbers are missing, and that the numerical 
file is complete. 

In regard to the quadruplicate receive and deliver sheets for 
trusts—the first sheet is marked ‘‘ Not negotiable,” and acts as a 
receipt to be signed by a trust officer upon the receipt of securities, 
or by the person receiving securities in case of delivery. The 
second sheet is a duplicate of the first and is used for statistical 
purposes in the department. The third sheet acts as a vault 
slip to be delivered to the vault man upon deposit or withdrawal 
of securities approved by a trust officer, and checked by the clerk 
in charge of the transaction. The fourth sheet is a duplicate 
of the third, and is placed in a locked box in the trust department 
assoonasmadeup. The third sheet, or vault ticket, is compared 
by the auditing department with the auditor’s slip, which is 
taken from the locked box in the trust department every morn- 
ing, the key to which is kept by the auditing department. If 
this is found to be correct, the records in the auditing department 
are changed according to the memoranda on this slip. The 
auditing department also checks from the fourth slip the entries 
on the trust department records which apply to this transaction. 
Special subdivisions are provided at the bottom of sheets three 
and four, to be checked by the clerk of the trust department or 
auditing department, as the specified operations are completed. 
It is the duty of the auditing department, upon the withdrawal 
of any asset from the vault, to check the proper application 
of the purchase money or the delivery to the principal or 
beneficiary. 

I might state at this time that this system can be used for the 
receipt or withdrawal of any securities owned by the company, 
which are under the same vault control. Withdrawal and deposit 
slips in this case are in duplicate only.! 

1 Extract from paper by Carleton E. Taft, Auditor Industrial Trust Com- 


pany, Providence, read at Departmental Conference, American Institute of 
Banking, 1924. 
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AUDIT OF CORPORATE TRUSTS 


The accounts of a corporate trustee will show the amount of 
bonds of each issue received, the amount certified and the amount 
delivered. The auditor should verify the bonds on hand, both 
certified and uncertified, and check the total certified against 
the authorized issue to guard against overcertification. He will 
also check the canceled bonds on hand and see that proper 
receipts are taken for canceled bonds returned to the issuing 
corporation. In the case of collateral trust issues he will see that 
the value of collateral held is sufficient properly to secure the 
bonds outstanding. If partial releases are made of property 
covered by the mortgage he should see that such releases are 
properly authorized in the document itself. 

In auditing the accounts of the fiscal agent, the auditor will 
check disbursements from coupons or sinking fund accounts, 
either against the canceled coupons or bonds on hand or against 
the receipts covering the return of the canceled securities to the 
issuing corporation. When paying registered bonds, a power of 
attorney to transfer the securities to bearer may be required. 
A dividend-disbursing agent is furnished a certified list of stock- 
holders by the transfer agent, and this list is easily checked 
against the dividend checks issued. 

In auditing the accounts of the transfer agent, the auditor 
will see that the assignment and power of attorney are properly 
executed, witnessed and guaranteed. He will check the total 
canceled certificates against the total of new certificates issued. 
He will also see that a proper record of transfers is kept in the 
stock ledger and the stock transfer book, and check the total number 
of shares outstanding against the authorized issue by listing both 
the stock ledger and the stubs of the uncanceled certificates. 

In checking accounts of the registrar, the auditor will list the 
columns of the stock register book showing stock canceled and 
stock registered, the difference between the two totals represent- 
ing the number of shares outstanding. 


BALANCE SHEET AUDIT 


When making a balance sheet audit, the auditor will take 
charge of the books and seal the boxes in the vault containing 
trust department securities, so that access to them can be gained 
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onlyinhis presence. He will take off atrial balance of the individ- 
ual ledgers, checking the totals against the general ledger con- 
trols. If he has a clerk in the department draw off the figures, 
he will verify the footings and may check the items back against 
the ledger balances. He will carefully check the securities 
against the investment ledger and see that the totals agree both 
with the individual accounts and the general ledger. He will 
reconcile the bank accounts by asking the bank to forward direct 
to him a statement of the account since its last reconcilement 
together with the canceled checks. In the case of a National 
bank, if a balance is kept in the commercial department of the 
same bank, securities belonging to the bank must be lodged with 
the trust department in an amount sufficient to cover the balance 
carried. The auditor should see that these securities consist of 
government bonds, or, if other bonds are included, he should see 
that they have been approved by the Federal Reserve Board.! 
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CHAPTER XI 
EXECUTOR—ADMINISTRATOR 


When a man dies and leaves property, it is necessary that some- 
one gather together his property of all kinds, pay his just debts and 
distribute the balance of the property to those who are entitled 
to it—a process which is called the “‘administration”’ of his estate. 
Practically all estates require administration, though in some 
jurisdictions it is possible for very small estates, where there are 
no debts and no possibility of dispute, to be settled by mutual 
agreement of the heirs. 

While there are some slight differences in details, the process of 
administration is practically the same in its essential features in 
all the states. The purpose of administration is the payment of 
the decedent’s just debts and the distribution of the net estate 
to his legal heirs or devisees. The office of the executor or 
administrator is, therefore, of a purely temporary nature, and 
its essential function is the liquidation of the estate. 


EXECUTOR 


An executor (or executrix, if a woman) isa person or corporation 
appointed in the will of a decedent to take charge of his estate 
and to distribute it according to the provisions of the will. He 
derives his authority in the first place from the will itself, but 
this must be confirmed by the court which has jurisdiction in the 
matter. The detail of his duties will vary greatly with the size 
of the estate and the nature of its assets, but the necessary 
steps in his procedure are practically the same in all estates, and 
are indicated in the following paragraphs. 

Probate of Will.—The first step necessary is the “‘ probating,” 
or proving, of the will. For this purpose the will should be 
deposited, as soon as possible after the funeral of the testator, 
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with the court which has jurisdiction. After the court has 
satisfied itself of the genuineness of the will, it issues ‘‘letters 
testamentary” (7.e., a certificate of appointment and of authority 
to proceed with the administration) to the executor named in the 
will—unless the person appointed is shown to be legally disquali- 
fied, or refuses to act. The executor usually needs a number of 
copies of the letters testamentary, to be presented to banks with 
which the testator carried accounts, to transfer agents of stocks 
held by him, ete. 

The courts having jurisdiction in the administration of estates 
bear various names in the several states. The most common 
name is Probate Court; others are Surrogates’ Court, Orphans’ 
Court, Chancery Court, Circuit Court, Court of Ordinary. 

Wills are regularly offered for probate with the court having 
jurisdiction in the county in which the testator had legal resi- 
dence at the time of his death. When circumstances exist 
which raise a doubt as to the proper place for probate, the only 
safe rule is to study the statutes. 

Before the administration of an estate can be begun it must, 
of course, be proved that the testator is dead. This is usually a 
simple matter. But sometimes no direct proof is available, in 
which case the court will hear presumptive evidence. In most 
states if a person has been absent for seven years or more without 
anything having been heard of him, he may be presumed to be 
dead in the contemplation of the law. 

Assembling of Assets.—It is the duty of the executor to collect 
all of the personal property of the testator as quickly as possible. 
In most states the statutes and court decisions hold him to strict 
accountability if he fails to use due diligence in the discovery and 
collection of assets, and also require that he act with reasonable 
promptness. He should, of course, at once send notices of death 
to life insurance companies in which the decedent carried policies. 
He should collect all debts due the decedent. If, as sometimes 
happens, it seems wise to compromise a claim, he should know 
the statutory provisions regulating compromises, and in most 
states he should apply to the court for authority before com- 
promising a claim. If he has good reason to suspect the conceal- 
ment by other persons of assets belonging to the decedent, he 
may in most states seek evidence by a ‘‘discovery proceeding.”’ 
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Inventory.—As soon as the assets can be collected, it is the 
duty of the executor to prepare and file with the court an inven- 
tory showing the assets of the estate, together with an appraisal 
of their value on the day of the decedent’s death. State laws 
generally prescribe the time within which the inventory must be 
filed, the most common period being three months. There are 
also local statutes regarding the appointment of appraisers. 

The inventory is a very important step in the process of 
administration. It forms the starting point and basis for the 
executor’s accounting. He must charge himself with all of the 
items shown in the inventory, and before his work is finished he 
must be discharged from all of them. The court, the creditors, 
the legatees and the tax authorities will hold him responsible for 
proper accounting for these assets. The inventory fixes the 
assets in the estate, presumptively but not conclusively; it 
affords a reasonable basis for the accounting. The executor is not 
held to realize the valuations shown, which are subject to later 
correction if needed. If additional assets are discovered after 
the inventory has been filed, he is, of course, responsible for 
these also, but in most states is not required to file an additional 
inventory. 

Under the common law and the established rules in most states, 
the inventory concerns personal property only, having nothing to 
do with real estate. This is because title to real property passes 
directly to devisees or heirs, and theoretically the executor 
has no duties relative to it, except when it must be sold to 
pay debts or under the terms of the will is to be converted into 
cash for distribution. A few states, however, require that real 
estate be inventoried separately. Practice in this matter is 
now affected by state and Federal inheritance tax laws, all of 
which require that real estate be included in the inventory for 
tax purposes. 

Claims against the Estate——The executor is under obligation 
to give public notice to all creditors of the estate to present their 
claims, and must be informed regarding the laws of his state 
in this matter. Usually publication is required a certain number 
of times in a newspaper of general circulation in the county. 
Sometimes notices are to be posted on the court house door or 
other public places. The time allowed creditors in which to 
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present their claims varies in the different states, usually running 
from six months to two years. 

Allowance of Claims.—Each claim presented must be investi- 
gated as to its correctness and legality and be either allowed or 
rejected. This is the work of the executor, though in some states 
the approval of the court is necessary, and in a few states the 
work is nominally done by the court. It is a task which requires 
good judgment and a knowledge of law and business practices. 

Sale of Assets.—In many cases there is not cash enough on 
hand to pay all debts, expenses and taxes, and a part at least of 
the personal property must be converted into cash for that 
purpose. Here the executor is often confronted on the one hand 
with the desirability of settling the estate as rapidly as possible, 
and on the other hand with the fact that quick sales often mean 
great sacrifices of values. One of the elements of superiority in 
the corporate executor is its ability, under circumstances which 
make it safe, to advance money to the estate to prevent a sacri- 
fice by too quick a sale of assets. 

If the personal property will not yield enough to pay admitted 
claims, it becomes necessary to sell real estate, if there is any. 
This cannot be done, however, without specific order of court, 
since the executor as such has no control over real property. 
He should thoroughly inform himself of the law on this subject. 

Payment of Claims.—lIf the estate is large as compared with 
the total of claims against it, the payment of claims is a simple 
matter. If, however, there is any doubt as to whether or not the 
estate will pay all claims in full, the local laws as to priority of 
claims must be studied with care. In most jurisdictions the 
cost of burial, the expenses of the last illness and the statutory 
allowances for the family have priority over all other claims. 
Then follow preferred claims and finally the unsecured claims. 
In his own protection the executor must exercise care to pay the 
lawful debts in the exact order of priority established by law. 
Where doubt exists he is not safe in paying claims until the expira- 
tion of the statutory period for the presentation of claims, which 
ranges from six months to two years. 

Taxes.—If the estate be of any considerable size, the executor 
will find the tax problem to be one which involves much work 
and requires much technical knowledge. He must look after 
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the Federal estate tax and the state inheritance tax, and if the 
estate owns property in other states or holds securities of corpora- 
tions located in other states he must settle under the inheritance 
and transfer tax laws of those states. He must make the income 
tax return to the date of death, and thereafter must make annual 
returns at the close of the decedent’s taxable year, if the income 
of the estate reaches the specified limits. 

Distribution.— When he has paid the debts of the estate or has 
arranged for such payments beyond question, the executor then 
proceeds to pay legacies and to distribute the property according 
to the terms of the will, subject, of course, to the general provi- 
sions of law. 

Final Accounting.—As soon as possible after the expiration of 
the time set by law, the executor files his final account with the 
court. Upon the court’s approval of this account, he pays the 
court costs, is discharged and his duties as executor are completed. 
This final account may be the only one he has rendered to the 
court, or it may be the last of several. It is, of course, accom- 
panied by vouchers for allexpenditures. Asheretofore suggested, 
the records of the executor should have been set up and main- 
tained in order to make this accounting full, clear and accurate. 


ADMINISTRATOR 


An administrator (feminine, administratix) is an officer 
appointed by the probate (or equivalent) court to settle the estate 
of a person who dies without leaving a will, or, in legal phrase- 
ology, who dies intestate. Ifa decedent left a will but appointed 
no executor, or if for any reason an executor cannot or does not 
act, an administrator-with-the-will-annexed (administrator cum 
testamento annexo) is appointed. A variety of technical names 
is given to administrators who are appointed under special 
circumstances, such as administrator of goods not administered 
(administrator de bonis non)—where the original administrator 
dies or becomes disqualified—and temporary administrators 
appointed to act pending the qualification or during the absence 
or illness of an executor or administrator, ete. 

The essential differences between an executor and an adminis- 
trator are that the former is appointed by the decedent in his 
will and the latter is appointed by the court, and that the execu- 
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tor distributes the estate according to the provisions of the will, 
while the administrator (except the administrator-with-the-will- 
annexed) distributes it according to the laws of descent and 
distribution. 

The formal duties of the administrator are almost identical 
with those of the executor, except as to the probate of the will 
and the manner of distribution of the assets at the close of the 
period of administration. 

The appointment of a bank or trust company as administrator 
is a rare occurrence as compared with such appointments as 
executor. This is because the laws recognize the right of the 
next of kin to appointment as administrator, and the court 
ordinarily cannot deny this right, even though it is convinced 
that the estate would be better administered by a corporate 
administrator. As the superiority of the corporate fiduciary 
becomes better understood, it seems probable that there will be a 
gradual change of laws in this matter. In the meantime, the 
conditions furnish a strong argument for the making of wills 
which include the appointment of a corporate executor. 


FOREIGN AND ANCILLARY ADMINISTRATION 


Letters of administration are normally issued to an executor 
or administrator in the state in which the decedent had legal 
residence, and they give no authority to act outside of that state. 
If the decedent had property in more than the one jurisdiction, it 
therefore becomes necessary to take out local and subordinate 
papers of administration in each of the other jurisdictions. 
This is called ‘‘ancillary administration’’ as contrasted with the 
principal or “domiciliary”? administration. While ancillary 
letters are usually granted upon proper application, this in not 
true in all states, and in some the matter is subject to the 
discretion of the court. 

In this connection the following table is quoted by permission 
from a report issued in 1925 by a committee of the Corporate 
Fiduciaries Association of New York City. See its full report 
in Appendix*H, page 386. 
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SumMARY oF States SHOWING WHERE TRUST COMPANIES AND BANKS AS 


‘FOREIGN CorpPorATIONS”’ May or May Not Act As ExEcUTOR 


AND TESTAMENTARY TRUSTEE 


(Compilation based upon authoritative information brought up to close of 
* 1924) 





May a foreign corporation act as: 
























Executor | Trustee 
PA UD ANT ore. ays ciate a ana skeet eee en eae Yes Yes 
WANT ZONA faves 'o cs oye: oinke,’s a\'ece oie Koaena susts apaee cnne rae No No 
Arkansas... No No 
WAlPOrDI As eyciescusuers Gow eel ee ee eran No No 
@Wolorado sees ee oe ee ena oa cere ee Doubtful Doubtful 
Connecticutsiccck.n Goon Pee ote (c) Yes (c) Yes 
DCIS WATE otto ieee OR ae erate orantotene (c) Yes (c) Yes 
WMistrichiot Columbiane-a.e aca cies eee (c) Yes (c) Yes 
MOT Be rete s Aevsvetere mete torn Hoererd a moo itn eat No No 
Georgia. sak creicisre gina ne to iort = eoaingeree ensteu No No 
MABHO ec cere er ctete eects cha oer tae a ts dae connie Yes Yes 
WMlinOlss: sheets ete cee ees ote Yes Yes 
TMG TaN ater gestcrtscrete sitios ealere helenae eine No No 
OWE ctarc cies cuss bere the home thors ai Nechiaec mic ouie aeons Doubtful Doubtful 
FRANBAS 2 ote es craters ue ey crereare Gee tees scueys © euepera « No No 
Kentucky..... Scekebeaeys wend tcioreaers tote hcenetae lees Doubtful Doubtful 
MFOUISIANIG ere cee eh eee eee cone serch No No 
WEIN: sie vateesisrerchevers shtueink here ar sled sheer eysiies one Yes Yes 
Maryland. cermin aire coerce ret (c) Yes (c) Yes 
Massa chusettsanr i: ponies Aetceva ceases No No 
Milichi gan isis ssie's scicteltern wtele octets © = suerte = acters No No 
Manniesotae cacy cite oe ke coer eee ee Doubtful Doubtful 
IMISSISSEDDI = vce e's Sate eee pres mrcereue nar ereseuele te c= No No 
IMIS GUTH ¢ sshd eteratotextte teense Bis ue w stoests crake No No 
Montana Yes Yes 
Nebraska Doubtful Doubtful 
ING Vad aes. cissece, fae asclase iso ais eee sete gercunenenete Yes Yes 
New, Hampshire }.-o5. cee eccrine sor No No 
ING Wat CESEYicte erasciers, Creneassescte eal al ahersveten er aye (a) Yes (a) Yes 
New Mexico. ace. ctere sree seme cteie No Yes 
INewaYorlkisncnknisen ce toes Cer reer (a) Yes (a) Yes 
North Carolinas. cabs ecco - ete bsustoeiaa eters No No 
Nord DAK Gta o sicrceie orate revs wiVerspons (see aysieesrs No No 
QHio wat aeiiteers oes as ele tay ee eye see (a) Yes (b) (a) Yes (b) 
Oki shomas seems heater tae Lae sachereuea tes (b) Yes (b) Yes 
Oregons. coche eons ies terete or ecucne os ahs No Yes 
PENNS YUV ATA sce ce etersehe sete aeevetore aie anos oct (a) Yes (c) (a) Yes (c) 
Rnodellslands.-aas Shtio ote ne neice (a) Yes (c) (a) Yes (c) 
SouthyCarolingecc.:.2) otras s j6.= eis siete = ers (c) Yes (c) Yes 
SouthiDakota tosis seen No No 
PINMTVESREO c.g. 5 jaye. ost efor ty culeirone tox eve atoh etait nope lefevre Yes Yes 
RAB staf le airoravavavertey.cu\atiereneya Ye coh ave apeesl au eae rettebe Yes Doubtful 
MUG crc cs afeveravercyeveienc susie citer Sho wes, ayn eee Yes res 
WiSrr OI blac ejele: ot evereie: ev sncea! aseici soe} ai sate luefeiele oy (a) Yes (a) Yes 
AVA DANA Me pe rorerereia tas fo etensus (sie ah eee ataveont Shei, ate sie Tes Yes 
Washing tionines cescrc scans sete at chaje.s Sisco elas eccks Yes Yes 
IWESb VAT RII cyte leveiare cas, e\stenersis «is ose eats Yes Yes 
WAsconsin emer be ke ctcn tere cick ya apsbeisherspotneys (a) Yes (b) (a) Yes (b) 
Wy O mings ceataercrntace aici erst ne 2 serene vis Yes Yes 
Canada 
OnPaTIO lS s 15 or ere eu earch tis cestticnts Yes Yes 
QueDEO Sa sckie te arersesoniee ele aes oie eet Yes Yes 


ee ———— 


(a) Provided foreign state grants reciprocal privilege. 
(b) Provided foreign corporation deposits collateral. 


(c) Filing of surety bond required. 
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Suggestions for Reading 


Any Good Manual of Probate Practice of Your Own State. 

*BauGcH and Scumetsser: “Theory and Practice of Estate Accounting,”’ 
chaps. I-VIII, pp. 1-96. (Discusses general matters of administra- 
tion.) 

Borton, C. Water: “Interesting Problems in Dealing with Beneficiaries 
under Trusts,’’ Proceedings Fourth Midwinter Conference of Trust 
Companies of the United States (1923), p. 4. Same article, Trust 
Companies, vol. 36, p. 349. 

Brapy, Joun Epson: “Management of Decedent’s Estates,’ a series of 
articles appearing monthly, beginning May, 1921, and still running in 
The Banking Law Journal. 

*ConyNGTON, Knapp and Pinkerton: “Wills, Estates and Trusts,” vol. 1, 
chaps. V, VIII-XVII, XXIII, pp. 52-61, 85-156 and 201-208. 

*“Corpus Juris,”’ vol. 24, pp. 1-1223, article on Executors and Adminis- 

trators; vol. 28, pp. 1047-1320, article on Guardian and Ward. 

*“Cyclopedia of Law and Procedure,’ vol. 39 article on Trusts, chaps. 
I-VIII, pp. 17-654. 

*Fisner, Irvine: “The Nature of Capital and Income.” 

FLemMMInG, JAmes: ‘‘Managing Businesses for Trusts,” Proceedings 
Departmental Conferences, American Institute of Banking, 1923, 
p. 320. 

GoupBerG, Harry: ‘Importance of Inventory and Appraisal of Trust 
Estates,’’ Trust Companies, vol. 39, p. 285. 

*GreeLey, H. D.: “Estate Accounting,’’ Discusses administration and 

accounting. 

*Hint, Freperick Trevor: “The Care of Estates.” 

*Howes, Epwin A. Jr.: “American Law Relating to Income and Prin- 
cipal.” 

Jackson, A. A.: ‘Care and Investment of Trust Assets,’ Trust Companies, 
vol. 23, pp. 463, 549. 

*Lewrn, Tuomas: “A Practical Treatise on the Law of Trusts.”’ (A 
standard English work.) 

*Lorinc, Aucustus P.: ‘“‘A Trustee’s Handbook.” 

McGinnis, Warren: ‘Estates of Deceased Persons and the Need of 
Administration,” Trust Companies, vol. 35, p. 675. 

Miter, J. J.: ‘Relations of Trust Companies as Fiduciaries with the 
Courts,” Trust Companies, vol. 34, p. 613. 

*Perry, Jarrus Ware: “A Treatise on the Law of Trusts and Trustees.” 
(A standard work.) 

Perer, Artuur: ‘Duties and Responsibilities of a Trustee in Management 
of a Trust Estate,’ Trust Companies, vol. 24, pp. 35, 135. 


* Items thus marked are published books, which are more fully described 
in the Bibliography. Other items are references to periodicals or 
proceedings. 
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“Proposed Reciprocal Law Authorizing Trust Companies and National 
Banks to Act as Executor and Trustee in Other States,” Trust Com- 
panies, vol. 39, p. 295. 

RoupesusH, A. Hott: “Individual Liability of Fiduciaries to Third 
Persons for Negligence in Management of Property of Estate,” 
Trust Companies, vol. 34, p. 263. 

Sayre, Frank G.: ‘‘Guiding Principles in the Management of Real Estate 
by Fiduciaries,”’ Trust Companies, vol. 39, p. 133. 

*ScHOULER, JAMES: “Law of Wills, Executors and Administrators,’’ Four 
volumes. (This is a standard work on the subject, for reference or 
for careful study.) 

*Sears, JoHN H.: ‘‘Trust Company Law.” 

SiaTer, GeorGeE A.: “‘ Why Trust Officers Should Watch Court Decisions,” 
Bankers Monthly, July, 1924, p. 26. 

*WoeERNER, J. G.: “A Treatise on the American Law of Administration.” 


*Items thus marked are published books, which are more fully 
described in the Bibliography. Other items are references to periodicals 
or proceedings. 


CHAPTER XII 
OTHER COURT TRUSTS 


Court trusts, that is, trusts which are created by will or by 
appointment or decree of court, include those of the executor 
and the administrator, described in Chap. XI, and also those of the 
testamentary trustee, the guardian and the curator, committee 
or conservator. 


TESTAMENTARY TRUSTS 


The maker of a will often sets aside property to be held by a 
trustee in trust for specified purposes. In such case the will 
usually appoints both the trustee and the executor, and generally 
the same appointee is chosen for both offices, especially when that 
appointee is a corporation. As a rule, there is a distinct advan- 
tage in such an arrangement, because, in winding up an estate, 
the executor may have in mind the plans which he expects to 
follow as trustee, and may do much to conserve the estate and 
property placed in trust. 

When acting as both executor and trustee, the fiduciary must 
preserve the distinction between the two functions. As executor, 
he takes charge of the securities and other personal property of 
the decedent and administers the same until all claims are 
satisfied, and then renders his final account and transfers the 
securities and other personal property to himself as trustee. 
As executor, his duties are temporary and consist in the adjust- 
ment and payment of claims and the preservation of the estate. 
Securities and the personal property of decedents constitute the 
primary fund for payment of claims, and recourse may be had to 
real estate when the securities and personal property are not 
sufficient. Usually the real estate passes immediately to the 
trustee upon the trusts created by the will, subject to divestment 
when required to pay claims. Usually the duties of the testa- 
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mentary trustee are permanent as to term of service and purpose 
of appointment, involving the management of personal and real 
property for a considerable period. Except in states where 
otherwise limited, trusts for the benefit of definite persons are 
limited by law to a period covering the life or lives of persons in 
being and twenty-one years, plus a period of gestation in case of 
an unborn beneficiary. Charitable trusts, and those for philan- 
thropic, educational, religious or other public purposes, may 
continue indefinitely. 

When the trustee appointed in a will cannot or will not act, 
upon application of interested parties the court will appoint a new 
trustee. A corporate trustee is often appointed under such 
circumstances, and this practice is growing. 

Duties of Trustee.—The first duty of the trustee is to take 
possession of the property when the legal title is vested in him. 
Either real or personal property, or both, may be included in the 
trust. The trustee takes entire charge, just as he would if it 
were his own property, with the difference, however, that the 
administration of the property is to be for the use of the benefici- 
ary or beneficiaries. It is a fundamental principle that the 
trustee may make no profit for himself from the estate—other 
than the reasonable compensation for services allowed under the 
law. 

The trustee is bound to follow faithfully all lawful instructions 
given in the will. As to matters not covered by such instruc- 
tions, he is bound to know and to observe the law. In general, 
he is held by statutes and by court decisions to such care in the 
administration of the estate as a prudent and capable man would 
give to his own estate. The trustee may not speculate and must 
take no undue risks with the estate. 

The primary purpose of the trusteeship is the conservation of 
the estate, and, pending the ultimate distribution of the principal, 
the production of a reasonable income for the use of present 
beneficiaries. While the increase of an estate is desirable, and 
will be a source of gratification to beneficiaries, such increase by 
extraordinary methods is not approved under the law. If he 
takes speculative chances and loss results, the loss falls on the 
trustee and not on the estate. If profits result from a speculative 
venture, the profits belong to the estate. 
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The duties of the trustee vary with the size of the estate, the 
nature of its assets and the use to be made of the income. They 
usually involve the investment and reinvestment of funds belong- 
ing to the principal of the estate and sometimes the management 
of a business.! Often they involve the management of real estate. 
Usually the income is to be distributed periodically to specified 
beneficiaries. Sometimes portions of the principal are to be 
transferred to stated beneficiaries upon their attaining certain 
ages or upon the fulfilment of certain conditions. In private 
trusts the remaining principal must ultimately be distributed to 
specified persons or objects, on the expiration of the trust. 
In charitable trusts the trustee usually holds the estate 
indefinitely. 

During the life of the trust, the trustee is under the jurisdiction 
of the court, to whom he may be required to render periodical 
reports. The trustee may from time to time apply to the court 
for instructions as to any proposed business transaction regarding 
which he is in doubt. 


GUARDIAN OF MINORS 


Appointment as testamentary guardian of a minor will come 
from the provisions of a will, subject to approval of the probate 
or orphans’ court. Appointment as general guardian comes by 
direct action of the court. Under the laws of some states a 
corporate fiduciary may be appointed as guardian of the estate 
only, while in other states it may be appointed guardian of both 
the estate and the person of the ward. In either capacity, the 
guardian acts for the welfare of the ward. The guardianship 
comes to an end when the minor reaches legal age, which in most 
states is at the age of twenty-one years. 

Guardian of Estate.—The essential duties of the guardian of the 
estate are the preservation of the estate and the disbursement of 
funds by order of court for the proper maintenance and education 
of the ward. The guardianship will involve the management of 
the real and personal property of the ward and the investment or 
reinvestment of his funds. With reference to these matters, 
the guardian is held, first, to strict compliance with the law (both 
statutory law and common law), which he must know thoroughly, 

1 See Chap. XX on Trust Investments. 
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and, second, to good faith and reasonable care and diligence in 
matters which under the law are left to his discretion. He is 
responsible to the court and must file reports from time to time. 
His acts are subject to the approval of the court. 

Provision for the proper maintenance and education of the 
ward is in some cases a comparatively simple matter, and in 
others it involves many perplexities. As to the amount of funds 
to be devoted to this purpose, the court follows the general 
principle that the ward is entitled to a mode of living comparable 
with that to which his or her family has been accustomed, so 
far as the estate will permit, and to an education fitting for the 
position in life which the ward will assume upon coming of age. 
Such funds are to be provided from the income of the estate, 
if sufficient, but if this is not sufficient, the court will order the 
use of parts of the principal. Decision in such a matter is the 
prerogative of the court, and no action should be taken without 
its order. Where the choice is between giving the ward a good 
education, at the expense of funds that would otherwise accumu- 
late until he or she becomes of age, the court will not hesitate 
to direct the reasonable education of the ward. While it may 
be natural and proper to pay some attention to the wishes of the 
ward, and it is certainly appropriate to take into consideration the 
ward’s natural tastes and proclivities, the guardian must not 
overlook the fact that the responsibility for decision rests upon the 
court, on the recommendation of the guardian. 

Ordinarily, the guardianship of an orphan presents the fewest 
difficult problems. When either the father or the mother is 
living, the guardianship of the person of the ward usually and 
as a rule properly rests upon the living parent. Sometimes the 
problem arises as to the extent to which income from the property 
of the ward may be paid to the parent for the support of the ward. 
Nearly always the court will make the mother an allowance for 
the maintenance and the education of her children, but will not 
always make it to the father. Where the father is unable to 
support and educate his children in the way in which their 
separate property would make it possible, the court will make 
him an allowance towards their support. In such questions 
the principle involved is that the interests of the ward, and not of 
the parent, should control. 
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In making payments, the guardian should exercise care and 
take receipts for payments made for the ward. The guardian 
may not make payments to the ward and have the ward apply 
the amounts, except petty cash items. 

The guardian is required to keep full and accurate accounts of 
receipts and disbursements and to make periodic statements to 
the court. Corporate guardians are especially well equipped to 
render clear and accurate reports. When the ward becomes of 
legal age, the guardianship automatically ceases, the guardian 
renders his final accounting and the property passes to the ward. 

Guardian of Person.—Corporate fiduciaries are sometimes 
appointed guardians of the persons of minors, but should accept 
with reluctance. Yet it is interesting to note that where it has 
been tried the administration of such guardianship has usually 
been successful. 

The guardian of the person acts in place of a parent and is 
called upon to give to the ward the same personal supervision 
that an intelligent and right-minded parent would give, in 
the maintenance, training, education, habits, associations and 
accomplishments of the ward. 


ESTATES OF INCOMPETENTS 


In practically all states a corporate fiduciary may be appointed 
to look after the estates of persons who are mentally incapable of 
managing their own affairs—lunatics, idiots, persons of unsound 
mind and habitual drunkards. The fiduciary performing this 
function is known variously as a curator, a committee, a conser- 
vator, a guardian or a trustee. Appointment to such a trust is 
made by the probate or equivalent court, to whom the fiduciary 
is at all times responsible and to whom he must make regular 
accountings. 

The duties of the trust are similar to those of the guardian of 
the estate of a minor, being essentially the conservation of the 
estate, and provision and disbursement of funds for the proper 
care of the ward, mental and medical treatment, nursing or 
attendance looking towards the comfort or ultimate recovery of 
the patient. 

If the ward has others dependent upon him, the management of 
the estate includes provision for their support. If the ward be 
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violent, the guardian may not allow the ward to be at liberty, but 
must see that he is properly confined; otherwise the guardian may 
be liable in tort for any damage to persons or property done by the 
ward. The guardian should hesitate to accept guardianship of a 
violent patient, unless the patient is in confinement and will so 
continue. 

The life of such a trust varies according to the circumstances. 
It terminates upon the death of the ward, and the property is 
then turned over to the legal representative of the deceased ward. 
Should the ward recover, and he be adjudged of sound mind, the 
estate is returned to him. 


Suggestions for Reading 


See suggestions following Chap. XT. 


CHAPTER XIII 
WILLS 


Much of the advertising of trust departments of banks and 
trust companies is directed towards inducing people to make wills, 
appoint the advertiser as executor and leave the wills on file with 
the trust department. The purpose of this advertising is, of 
course, to build up business. Yet it must be recognized that, in 
thus seeking to increase their own business, trust departments 
are incidentally rendering a great service to the community, 
for a more general custom of will making tends toward the good 
of the individuals concerned and of the community as a whole. 

Ownership of property ceases at death, and must then pass to 
other persons. The laws of all the states, however, grant to 
the owner the right to dictate to whom the ownership of his 
property shall pass and who shall attend to the distribution of the 
property to the new owners. The method by which he may do 
this is to make a will. 

If, however, the owner of property dies without having made 
a will, the state through its courts appoints someone to distribute 
the property—to ‘‘administer the estate;’’ and this distribution 
must be according to the inflexible rules laid down in the “statutes 
of descent and distribution,’ which vary somewhat in the 
different states. Personal and real property are usually dis- 
tributed under different rules, but in both cases first consideration 
is generally given to the surviving wife or husband and to the 
children, other persons following in the order of their kinship. 
The administration of the estate is regularly the right of the next 
of kin, if he is qualified. The appointment of the administrator 
is made by the court, and if no one of kin qualifies, the appoint- 
ment may go to a creditor or to a stranger, or in some states to a 
public administrator. 

Definition.—The Standard Dictionary defines a will as “‘an 
instrument by which a person makes a disposition of his property 
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to take effect after his death; the legal declaration of a man’s 
intentions that he wills to be performed after his death.” For- 
merly, the word ‘‘will’’ was used to apply to the devise of real 
property, and the word “‘testament”’ to apply to the disposition 
of personal property. It is still common practice to refer to the 
“last will and testament.’”’ The two words are now used inter- 
changeably and the word “‘will”’ is sufficient. 

State laws regarding wills differ somewhat, but none of them 
require a particular form of will. A will must be in writing 
(which is interpreted as meaning handwriting, typewriting or 
printing), and must be signed (and in some states sealed) by the 
testator. It must be attested by the signature of two witnesses 
in most states. Seven states require three witnesses, however. 

A holographic will is a will written entirely in the testator’s 
handwriting. In a few states such a will requires no witnesses. 

A nuncupative will is a will made by word of mouth to two or 
more witnesses. In most states such a will is void except when 
made by soldiers on duty or by sailors on the high seas, and then 
it applies to personal property only. 

A testator may change the provisions of his will at any time 
by adding a ‘“‘codicil,”’ or addition to the will, which must be 
signed, sealed and attested the same as the original will. 

A will may be revoked at any time by the addition of a codicil 
or by the writing of a new will or by the destruction (by the 
testator) of the instrument. Writers on the subject advise against 
the complete destruction of an old will, deeming it better to mark 
it void, with notation that it has been replaced by a new will. 

Wills may be contested on the grounds that the testator was 
not of sound mind, that the testator was the subject of undue 
influence, that the execution of the will was procured by fraud, 
that the will was forged or that the will was not legally executed. 

Why Wills Should Be Made.—The laws of descent and distribu- 
tion, under which property of a deceased person is distributed if 
no will was made, are of necessity devised to fit the general 
average conditions. As a result, they seldom fit precisely the 
needs of any given case. Any man of ordinary intelligence is 
able to plan the distribution of his property after his death more 
wisely and more justly than the laws would distribute it, because 
he knows the particular case, knows the members of his family, 
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knows their needs and their frailities, knows how dependent any 
one of them is apt to be. If one is blind or crippled or otherwise 
handicapped in making a living, a will is the only way in which 
special provision for that one can be made; the laws of descent 
and distribution do not do it—they are inflexible, and they know 
nothing of particular cases. As an illustration of the failure of 
the laws to meet particular conditions, there is the case of a young 
man who was the sole support of his aged mother. He had 
accumulated some property, and died without having made a 
will, but with the thought that he left enough for his mother’s 
comfort. Under the laws of the state, all of his property went 
to a nephew, and the mother was left penniless. While there are, 
of course, some instances in which the law will distribute an 
estate approximately as the testator would wish, no man is safe 
in assuming that his is such a case unless he has thoroughly 
examined the law. 

Even if the law makes the distribution desired, there still are 
distinct advantages in making a will. 

Only by a will and the appointment of an executor may one 
choose who will administer his estate. If no will is made the 
court will appoint an administrator, and the person appointed 
may be the last one whom the deceased would have chosen. 

Under a will the executor may be given power to sell real estate 
if such action becomes necessary or advisable. This is often an 
important provision. An administrator has no such power, and 
may obtain it only by suit at law, an added expense in itself and 
often the cause of long and expensive delay. A case in point is 
that of an estate in which the funds on hand were small and real 
estate had to be sold to pay debts. The administrator’s suit 
dragged in the courts and in the interim the family was in actual 
want of food, though after the sale they were in comfort. 

The executor under a will may also be given powers in the 
management of the estate which an administrator does not have, 
the exercise of which usually saves much expense and delay. 

An administrator is often forced under the inflexible rules of 
the law to hold immediate and forced sales of personal property. 
Sometimes this means sale at sacrifice prices, with loss to the 
estate. An executor, with proper powers and instructions under 
the will, may avoid such losses. On the other hand, in case a 
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quick sale to take advantage of the market on securities becomes 
desirable, the properly authorized executor may act at once, 
but the administrator usually may not. Generally speaking, an 
executor who has been given wide powers under the will may act 
with much the same discretion that the testator would exercise, 
while the administrator can only follow the set and unchangeable 
rules of law. 

A will usually removes causes of strife, family jealousies and 
disputes, which would exist if no will had been made. 

If there are minor children, the parent may select their guar- 
dian only by leaving a will. 

If a person wishes to leave any portion of his property in trust 
for the benefit of certain persons or objects, he may do so only by 
leaving a will or by creating the trusts during his lifetime. 

Provision that distribution to heirs shall be withheld until 
they become of age, and, in general, any special provisions to meet 
particular conditions, may be made only by a will. 

The making of a will usually relieves the widow and children 
or other relatives of much of the worry, publicity, unpleasantness 
and additional expense which attend a settlement under the laws 
of descent and distribution. It may dispense with an inventory 
and sale of personal property, which is often distasteful to the 
family. It may dispense with the cost of the bond of an adminis- 
trator, which often works a hardship. 

Wills are not for the rich alone. Their relative advantage 
is often as great for small estates as for large ones, especially in 
the saving of expense and delay. It is safe to say that if all 
thoroughly understood the advantages of distribution of estates 
under wills rather than under the general laws, very few persons 
would deliberately refrain from leaving wills. 

Skill Required in Writing Wills——A few years ago a joint 
committee of the New York State Bar Association and New York 
Chamber of Commerce after a careful investigation of court 
records reported that in that state there was more litigation over 
wills than over any other subject, that 73 per cent of this litigation 
concerns the wording and meaning of wills and that most of the 
litigation would be avoided if wills were drawn correctly. 

Here is ample proof, if proof were needed, that the writing of a 
will is a difficult and responsible task, which should not be 
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attempted by any person not thoroughly qualified. It can be 
done safely and properly only by a person of education and experi- 
ence in this line and a thorough knowledge of the law. In 
other words, wills should be written only by lawyers, and by 
lawyers who have made a special study of the subject and have 
had experience in it. There is no way of remedying mistakes, 
incongruities and lack of clearness in a will after the testator is 
dead. It is difficult to have satisfactory administration under 
a will which is ambiguous and contradictory in its provisions. 

Testing Wills.—It is an old adage that two heads are better 
thanone. This is true evenif the one head isa good one. Many 
of the weaknesses of ordinary wills are doubtless attributable to 
the fact that each is the product of one mind working without 
assistance of other minds. Usually a person who wishes to make 
a will tells his or her lawyer what provisions are to be included, 
and leaves to the lawyer the actual writing of the document. 
Even though the lawyer be trained and experienced in writing 
wills, the document which he produces might be subject, in 
parts at least, to a different interpretation from that which he 
intended. 

It is pointed out by writers on the subject that an important 
reason why there is more litigation over wills than over contracts 
is because a contract is usually discussed by the contracting par- 
ties, who have different if not opposing interests, and in its final 
form has usually stood the test of careful examinations by the 
contracting parties and their attorneys; whereas a will is not the 
subject of agreement between two parties and its preparation 
has represented the viewpoint of one person only. It is evident 
that flaws and ambiguities in any instrument are much more 
apt to be brought to light if the instrument is submitted to the 
scrutiny of opposing minds than if it is examined from one view- 
point only. 

These considerations have led many students of the subject to 
recommend that wills be ‘“‘tested”’ before the death of the makers. 
To ‘‘test”’ a will it is submitted to the critical examination of one 
or more trained lawyers other than the one who drew the will, 
who upon the assumption that the testator is dead undertake to 
interpret the instrument and learn just what distribution it makes 
of the estate. If ambiguities are discovered they may be cor- 
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rected by this process, whereas their discovery after the death of 
the testator would be apt to involve the estate in costly litigation 
and to defeat the intention of the testator. 

Rules.—The following rules for the making of wills, prepared 
by a joint committee of the New York Chamber of Commerce 
and New York State Bar Association, contain valuable 
suggestions: 


Rule 1—Remember that in the preparation of no legal document is the 
inaccurate use or location of a word or phrase more serious than in a will. 

Rule 2.—Remember that the best time to prevent disputes and litigation 
concerning a will is when the willis made. If, however, a will has been made, 
remember that it may still be tested before death and its defects and ambigui- 
ties discovered and corrected. (See Rule 8, (3).) 

Rule 3—Remember that the more entangled one’s estate the greater is the 
necessity for a proper will. 

Rule 4.—Remember that no layman should attempt to draw a will. 

Rule 5.—Do not hesitate to give your legal adviser all the facts and state 
your wishes fully. Without such data he cannot intelligently draw a will to 
meet your requirements. 

Rule 6.—Remember that the proper writing of a simple will calls for 
nothing less than ordinary professional skill and for much more care than an 
ordinary contract or other legal writing between living persons. 

Rule 7—Remember that the writing of a complicated will or one intended 
to tie up property by trusts or otherwise calls for legal talent specially 
qualified for the work. 

Rule 8.—Remember that the maker of a will can, with reasonable cer- 
tainty, forestall family discord and prevent wasteful litigation after his 
death: (1) by planning his will wisely with reference to his family and 
estate, (2) by having it skilfully prepared and (3) by submitting it to at least 
one specially qualified legal critic, other than the draftsman, for independent 
interpretation and constructive criticism. In this manner, a fresh mind 
specially equipped and working on scientific lines will usually so test a will 
before death as to discover latent germs of dispute in time for correction. 

Rule 9—Remember that undue economy in the preparation of a will often 
defeats the purpose of its maker. 

Rule 10.—Remember that it is wise for the maker of a will to examine its 
contents occasionally, particularly if the will is stale or does not automat- 
ically adjust itself to changes in family or estate. 

Rule 11.—\Remember that if the maker of a will changes his domicile from 
one state or country to another that change may make a will, otherwise 
valid, wholly or partly void unless it complies with the laws of the new 
domicile. 

Rule 12.—Do not hesitate to alter your will as often as changed conditions 
demand, but do not attempt to do so without legal advice. 
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Rule 13.—Remember that the expense of settling an estate is usually 
less under a will, if carefully drawn, than without it. 

Rule 14.—Do not delay in making or altering a will until you are ill or 
until you are about to take a journey and have little or no time to give to the 
proper planning and preparation of the instrument. Whatever the haste, 
be not ina hurry. Be deliberate but do not procrastinate. 


Common Mistakes.— Volumes have been written on the things 
to do and to avoid in the making of wills, and a mere list of the 
mistakes on record would occupy many pages. The following 
are a few of the more common mistakes: 

The most common mistake is probably that of putting off the 
making of a will until a later or more convenient time. The 
most casual observation of human affairs shows that the more 
convenient time may never come. 

A mistake which is often the result of procrastination is that 
of making a will when in poor physical or mental condition or 
under a special pressure or reaction. A will made under such 
conditions is apt to be ill considered and ambiguous and may 
bear the marks of purely temporary inclination. 

Testators often fail to anticipate possible changes in the 
status or requirements of the family due to deaths, births or 
marriages. While these may not be foreseen, their possibility 
should be considered in the preparation of the will. 

In figuring the amount of the estate to be devised, testators 
often overlook the fact that there may be shrinkages in values. 
The rate of income, particularly on stocks, may be lowered 
or the income may disappear entirely. Debts, inheritance 
taxes, probate costs, fees of executors and attorneys and the cost 
of possible litigation must be considered. One writer, basing 
conclusions upon the experience of his company, estimates the 
average shrinkage at well over 10 per cent.! 

Attempts are sometimes made to keep the estate, or parts of 
it, intact longer than the law allows. The testator should have 
his lawyer explain the law against perpetuities. 

As a rule, it is a mistake to include complex provisions in a will. 
The document should be as simple as circumstances permit. 

Witnesses to wills should be selected with care. Neither the 
executor nor any of the legatees should so act. Witnesses should 

* Daniel W. Lang, Trust Companies, vol. 35, p. 650. 
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be competent, and should be younger than the testator, as they 
may be called upon to testify after he is gone. 

No alterations or interlineations should be made in a will. If 
it is to be changed, a codicil should be added or a new will drawn. 

Husbands and wives have certain statutory rights which vary 
in the different states. If the will gives less than is allowed by 
law, the survivor may elect to take under the law instead of under 
the will, and litigation may result. 

Where to keep a will after it is made is a matter which deserves 
thought. It should be where it can be found after the death 
of the maker, but usually the maker does not want it accessible to 
certain parties. A safe-deposit box, which can be entered only 
by the legal representatives of the deceased, is a good place. 
The best plan is to appoint a bank or trust company as executor, 
and to leave the will in the custody of the executor. 
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CHAPTER XIV 
TRUSTEE UNDER PRIVATE AGREEMENT 


A corporate fiduciary may be appointed trustee for any legal 
purpose by private agreement between the fiduciary and the 
person who wishes to create the trust. During recent years 
there has been a large increase in the number and variety of 
trusts so created, and this tendency will doubtless continue with 
added impetus as more people come to understand the advantages 
to be gained thereby. From the nature of the case, trusts created 
by private agreement usually begin to function during the life- 
time of the creator of the trust. 


LIVING TRUSTS 


A “living trust’”’—also sometimes called a ‘‘voluntary”’ or a 
““personal’’ trust—may be defined as a trust which is created by 
written agreement between the creator of the trust and the 
trustee and which becomes effective either entirely or in part 
during the lifetime of such creator. It may be created for any 
legal purpose by any person who is legally qualified to make 
contracts, subject, of course, to the provisions of the law. 

Parties.—There are three essential parties to the trust: the 
one who creates it, the one who administers it and the one who 
receives the benefit of it. The one who creates the trust is 
termed the “creator,” the “donor,” the ‘‘trustor”’ or the “settlor,”’ 
the choice of name being a matter of personal preference. 
The one who administers the trust is termed the ‘‘trustee.”’ 
Anyone who is given any interest in either the principal or the 
income of the property in trust is termed a ‘‘beneficiary,”’ or, in 
legal phraseology, a cestui qui trust. There are often several 
beneficiaries, who may be divided into two classes according to 
their interests in the estate. If their interests consist of the right 
to income of the estate during their lives, they are termed “‘life 
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tenants,’’ while those who are to receive the corpus or principal 
of the estate are termed ‘‘remaindermen.”’ It is evident that the 
interests of these two classes of beneficiaries require the trustee to 
maintain a clear distinction between the income and the corpus 
of the estate. 

Terms of Agreement.—There are practically no limitations, 
other than keeping within legal purposes, to the terms and con- 
ditions which may be included in a living trust agreement. The 
property conveyed may be either personal or real, or both; it may 
include an entire estate, or only such part or parts of it as the 
creator of the trust pleases. The duration of the trust may be 
for a brief period to meet a temporary need, or it may cover the 
life of the creator and as much longer as the Statute of Limitations 
permits; if a charitable trust it may be in perpetuity. The dis- 
tribution of principal and income may be on whatever bases the 
donor may wish. 

The trust may be revocable at the option of the creator, or it 
may be irrevocable. Such matters as the investment or reinvest- 
ment of funds may be left entirely to the trustee or entirely to 
the creator, or may be initiated by the former and subject to the 
approval of the latter. The creator may reserve control over 
the trust estate during his life, and may from time to time alter the 
terms as changing conditions may suggest. He may reserve the 
life use of the estate for himself, receiving from the trustee all of 
the income and attending to its distribution himself, or he may 
direct that a portion of it be distributed to others by the trustee. 
He may change the beneficiaries, their shares in the estate and the 
plan of distribution. He may withdraw from the operation of the 
trust agreement any or all of the property placed thereunder. 

The variety and the adaptability of living trusts are such as to 
make them useful to persons in all walks of life, and to persons 
of moderate means as well as to the wealthy. One of the distinct 
advantages is the accurate accounting which is provided, made 
available to the creator in regular statements at such intervals 
as he may wish. 

Purposes.—The purposes for which living trusts may be 
created are as many and as varied as the needs of people who own 
property in the modern complex and changing civilization. 
Roughly, they may be classed as for the benefit (1) of the donor 
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himself during his lifetime and of others after his death,! (2) of 
other individuals and (3) of charities or other public uses; but a 
trust may, of course, include all three purposes. 

Benefit of Donor—Many circumstances induce the creation 
of trusts for the benefit or convenience of the creator of 
the trust. 

Persons in ill health—either those suffering from the feebleness 
of old age, chronic invalids or those whose restoration to health 
and strength requires months or years of rest—may turn over 
their entire estates to a corporate trustee and be relieved of all 
business cares and worries. 

Those who wish to retire froin active business and those whose 
fortunes make it unnecessary to engage in active business turn 
their affairs over to a corporate trustee and are free to devote 
themselves to such activities as they please. 

Widows or others who suddenly find themselves in possession of 
property without the knowledge of what to do with it, and, in 
general, any persons who are inexperienced in business or lacking 
in business capacity, by turning their estates over to the manage- 
ment of a corporate trustee accomplish the double purpose of 
conserving the estates and relieving themselves of perplexing 
problems. 

Professional men and women, artists and others whose activi- 
ties lie without the realm of ordinary business, and who have 
funds to invest or property to be managed, prefer to confine 
themselves to their chosen calling and to leave their business 
affairs to a trustee who is expert in such matters. 

Married women who have separate estates may appoint a 
corporate fiduciary to manage such estates. 

Persons who plan extensive traveling may have their business 
matters looked after during their absence by the corporate trustee 
either under a formal trust or by an agency agreement. 

1 An arrangement under which property is to be managed solely for the 
benefit of the donor during his lifetime and is to become a part of his estate 
at his death is not a trust but an agency. In order to make it a trust the 
agreement must vest the title in some other person at or before the death 
of the donor. The purposes described under the heading, ‘Benefit of 
Donor,” may, therefore, be accomplished either by a trust agreement or by 


an agency agreement, depending upon the ultimate disposition of the 
property. 
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Those who regularly spend a portion of the year elsewhere 
for health or pleasure and those whose business frequently calls 
them out of town secure a continuity of management of parts of 
their property by a trust agreement. 

People in any walk of life often wish to place a portion of 
their property in trust as a safeguard against possible reverses 
of fortune or as a provision for old age. 

Occasionally, a person’s affairs may be in such a tangle that, 
owing to ignorance or a lack of ready money, he is unable to 
handle them. An old man in shabby clothes timidly approached 
a trust officer in a large city institution a few years ago to ask 
for advice. Investigation revealed that he was the owner of real 
estate worth over a half million dollars. It was heavily mort- 
gaged, he could raise money for neither interest nor taxes and he 
was in imminent danger of losing his entire estate through deal- 
ings with parties who were trying to fleece him. On the security 
of his large equities the trust department made advances to save 
the estate and the man is today living in comfort, with his prop- 
erty in charge of a trustee who knows how to make it productive. 

The living trust is much used by men who are in active busi- 
ness. It appeals especially to those (1) who are carrying too 
heavy a load, and wish to be relieved of some of it, (2) who, how- 
ever skilled and successful in the conduct of their own business, 
recognize their unfamiliarity with matters of investment and 
(3) who understand the caprices of fortune, and in their days of 
prosperity wish to set aside a fund which, in event of disaster to 
the business, will provide a living for themselves and families. 

Those who have had occasion, as trust officers usually have had, 
to observe the ‘“‘investments’’ made by successful business men, 
realize that it is one thing to make money in business, and quite 
another thing to keep the money after it is made—to invest it 
safely and profitably and give proper care to the investments. 
The two things call for very different qualities and experiences. 
Many a man has made a fortune by a life of hard and skilful work 
only to lose most or all of it by poor judgment in its investment. 
A man may have ample ability to create wealth, but may lack 
the ability, the time and the patience to take proper care of it. 
For that he needs the services of a specialist in the administra- 
tion of estates. 
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Business men who have or think they have skill in matters of 
investment may still find their strength too much taxed by the 
demands of business to give proper attention to their outside 
interests, or may wish to share with a competent trustee the bur- 
den of making investments or of managing outside property. 
The average successful business man is successful because he 
gives to his business his whole strength and his undivided atten- 
tion—he has neither the time nor the energy needed for the effi- 
cient management of an estate. The creation of a living trust 
takes a great load from his shoulders. 

Benefit of Other Persons.—living trusts created for the benefit 
of other individuals cover, as a class, the purposes usually 
included in the making of wills, that is, provision for the needs 
and comfort of members of the family or of others whose interests 
the creator of the trust has at heart. There is the very important 
difference, however, that the operation of the living trust begins 
at once, during the lifetime of the donor, so far, at least, as the 
management of the property is concerned. This gives him an 
opportunity to test his trustee and to observe how the trustee 
handles his affairs. 

The distribution of the income or of portions of the principal 
of the trust estate may take place during the donor’s life or 
afterwards, depending upon the terms of the agreement. Some 
living trusts have as their prime purpose the distribution during 
the donor’s life, others may be designed for accumulation during 
his life and distribution after his death, while many combine the 
two purposes. It appeals to many persons to be able during 
their lives to witness the realization of some at least of the 
plans they have made for their dependents or others— 
sometimes just for the happiness it gives them, and sometimes 
in order to observe what effect their benefactions have upon the 
recipients. 

The following are illustrative of the many possible purposes 
of such trusts: 

To provide a separate and stated income for wife or children or 
other relatives. This insures regularity of income when the 
donor is away, is ill, is temporarily embarrassed—or forgets. 

To set aside, while living, property for the support of widow or 
children or other relatives after the donor’s death—practically a 
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provision made in lieu of a will, or perhaps in addition to other 
bequests to be made in a proposed will. 

To set aside, irrevocably, a fund which will provide a living for 
the family in case of business reverses and be available if all else 
is lost. 

To establish and accumulate a fund for the education of children. 

To accumulate a fund for any specific purpose. 

To establish a marriage settlement for a daughter. 

To provide a regular and certain income for a child, relative or 
other person who is a cripple or a confirmed invalid. 

To provide for a child who has given evidence of being improvi- 
dent, in such a way that he or she will be assured of a regular 
income, without being able to spend or pledge the principal 
from which the income is derived. (This is sometimes called 
a “spendthrift trust.’’) 

Benefit of Charities —When one has the means to afford it, the 
establishment of a living trust for the benefit of a favored educa- 
tional, religious or charitable object or institution has distinct 
advantages over the making of a bequest for the same object in 
one’s will. From the viewpoint of the recipient, it gives imme- 
diate use of the income. To the donor it gives opportunity to 
witness the fulfilment of his plans, to test the ability and faithful- 
ness of the trustee, to observe the results of his beneficence. 

In Lieu of a Will.—If the entire estate is transferred to the trus- 
tee a living trust may be made to take the place of a will, and 
there are distinct advantages in such a plan: It obviates the 
necessity of administration after the death of the donor, and so 
avoids the delay, the annoyances, the publicity and the expense of 
administration, and, if the estate includes a business enterprise, 
permits of its continuance without interruption. If the donor 
retains no interest, legal or equitable, in the property, the estate 
may be freed of inheritance taxation unless death occurs too soon 
after the creation of the trust. 

In any living trust specific funds may be set aside in lieu of 
bequests in a will. This arrangement is more certain than a 
bequest because the fundis established at once and the subsequent 
loss of furtune or of memory by the donor would not affect it. 

Drawing the Agreement.—The preparation of a living trust 
agreement requires much the same kind of care, skill, forethought 
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and experience as is required in the proper drafting of awill. Itis 
essential that the language be specific and clear, that it provide for 
all possible contingencies and be capable of no interpretation other 
than that which is inthe mindof the donor. Faulty or ambiguous 
agreements add greatly to the worries and perplexities of the 
trustee and are apt to cause constant friction with beneficiaries. 

The agreement! regularly begins with an introduction or pre- 
amble, naming the parties, the fact of the agreement and the 
date. Then follows the conveyance to the trustee (the “‘haben- 
dum clause’’) and a detailed description of the property. 

The statement of the objects of the trust is the heart of the 
agreement, and its proper drafting requires skill and experience. 
This clause gives directions to the trustee concerning the dis- 
tribution of income during the life of the trust, and concerning the 
distribution of principal, naming the beneficiaries and the share 
of each. Care must be exercised to be explicit, to use no ambigu- 
ous language, to cover all possible contingencies, to avoid con- 
flict with the law against perpetuities or the local laws, if any, 
against the accumulation of income. If the creator of the trust 
wishes to reserve to himself a part of the income, or the right to 
demand it, the agreement should so state. 

Unless the trust is to be irrevocable, it is essential to insert a 
clause permitting the creator of the trust to revoke the agreement 
at any time. 

The powers of the trustee should be stated with definiteness. 
As a general rule, both parties benefit by making these powers 
broad, leaving the trustee unhampered in the regular administra- 
tion of the estate and capable of meeting emergencies. Con- 
sideration should be given in each case to the desirability of 
powers to manage and control the estate; to invest its funds; to 
make improvements on real property; to sell, mortgage, exchange 
or lease real or personal property and to convey by warranty deed; 
to pay taxes, assessments or levies; to borrow money; to lend to 
the trust estate from its own funds at ruling interest rates; to 
employ agents; to make payments from principal in an emergency; 
to make distribution of property in kind. 

The distinction between principal and income being essential, 
it is well to include specific directions on such matters as the 

1 See form of agreement, Appendix A, p. 337. 
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apportionment of stock dividends, liquidating dividends, rights 
to subscribe for new securities and income accrued but not due at 
the death of a life tenant—or else to vest the trustee with authority 
to decide these matters. 

If the trust includes both real and personal property, the 
agreement should specify whether the donor or the trustee is to 
make returns and payments of personal property and income 
taxes. This point sometimes requires careful consideration. 

The fees of the trustee should be stated. Provision should be 
made as to periodical statements to be rendered by the trustee. 

Sometimes the creator wishes a clause reserving to himself the 
management of certain property, or the right to be consulted 
regarding it, and a clause permitting additions to the trust. 

A spendthrift clause is sometimes included. 

Payment of inheritance taxes may be provided for out of the 
assets of the trust instead of by the beneficiaries individually. 

Often there is included a clause indemnifying the trustee as to 
suits for or against the trust. 

There should be a clause permitting the resignation of the 
trustee and providing for the appointment of a successor. 

The agreement ends with the “‘testimonium”’ clause, the signa- 
tures of the parties and the witnesses. 


LIFE INSURANCE TRUSTS 


A special form of living trust which is being developed rapidly 
is known as the insurance trust or the life insurance trust. Its 
essential features are: (1) making the donor’s life insurance 
payable to the trustee, and (2) instructing the trustee as to the 
distribution of the proceeds of the insurance policies after the 
death of the donor. 

The field for trusts of this character is immense. Insurance 
statistics indicate that the amount of old-line insurance in force 
in this country on January 1, 1925, was about sixty-four billion 
dollars. The amount is increasing year by year, the amount 
written in 1924 having been over thirteen anda half billion dollars, 
while the amount of death claims during the year was much less. 
Further, it is estimated by insurance companies that something 
over 80 per cent of all property left by decedents in the United 
States comes from the proceeds of life insurance policies. 
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Need for Such Trusts.—The need for life insurance trusts has 
been demonstrated by the enormous losses in the dissipation of 
insurance money paid to beneficiaries, as shown by statistics 
compiled by the life insurance companies. At the present time 
about 90 per cent of insurance claims are paid in lump sums. 
It is impossible to follow the matter with absolute accuracy, 
but statistics of insurance experts indicate that by far the greater 
part of the money paid over to beneficiaries in lump sums is 
dissipated within a very few years, some authorities stating that 
90 per cent of it is gone in from five to seven years. 

Officials of the Post Office Department have estimated that in 
years like 1923 something like one billion dollars is lost in get- 
rich-quick enterprises in the United States. Not all of this, of 
course, comes from insurance money, but the circumstances under 
which insurance payments must in a large number of cases be 
made, and the statistics quoted above, make it exceedingly 
probable that a large portion of the loss falls upon persons who 
have received insurance money and do not know what to do 
with it. 

In the great majority of cases the beneficiaries of insurance 
policies have had little or no experience in financial matters. 
The typical case is that of the widow of the insured. At the time 
when she is plunged into grief over the loss of her husband, and is 
distraught with the perplexities of adjusting herself and her 
household to a new order of affairs, she suddenly finds herself in 
possession of the proceeds of the insurance policy or policies. 
Except in very rare cases, she has not the slightest idea of what to 
do with it, and also, except in very rare cases, she has no trusted 
friend who is capable of giving proper advice as to the investment 
of the money. Nevertheless, she receives plenty of advice. 
First comes the well-meaning but misguided friend who has 
heard of a wonderful investment which pays big dividends and 
will make her independent for life. Close on the heels of this 
friend come the promoters of get-rich-quick schemes, who watch 
the papers and lose no time in going after insurance money when 
they learn of its payment. 

The number of life insurance beneficiaries who under such 
circumstances make foolish and unwise investments and lose 
their money runs into the thousands every year. 
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Thus, experience has demonstrated that in multitudes of cases 
insurance money paid in a lump sum fails to accomplish the 
desired end of providing funds for the support of the widow or 
family. Many a man has scrimped for himself and his family 
over a long period of years to keep up insurance premiums so 
that the family would not suffer when he was gone—only to have 
the results of his forethought and sacrifice wasted in wildcat 
investments and the family left without the protection he 
imagined he had provided. He had provided aninsurance estate, 
but he had not safeguarded it. 

Based upon the experience of a century of life insurance results, 
it is evident that, unless a proper safeguard is provided for the 
investment and expenditure of insurance money, the financial 
welfare of one’s family is only half insured. If it is important 
to establish an insurance estate, it is equally important to 
arrange for its preservation. 

Policies Payable in Annuities——Years ago the insurance 
companies began to realize the danger to beneficiaries involved in 
making payments of policies in lump sums, and soon after 1890 
they began writing policies payable in annual instalments or 
annuities. Later, provision was made for instalments payable 
semiannually, quarterly or monthly. Practically all insurance 
cumpanies now write such policies, but at the present time it is 
said that 90 per cent of all life insurance in this country is payable 
in lump sums. 

Policies payable in annuities instead of in lump sums remove 
the danger of squandering the insurance estate, and, where the 
amount of insurance is relatively small and is all in one com- 
pany, and there is but one beneficiary, they sometimes meet the 
needs very well unless something occurs which places the bene- 
ficiary in urgent need of more than the stated annuity. These 
policies are always subject to the objection that sickness or 
accident may place the beneficiary in a position which the 
annuity alone will not remedy and in which the circumstances 
would clearly justify the use of a part of the principal. In such 
case there is no remedy, as the contract cannot then be changed. 

Limitations of Insurance.—Whether payable in lump sums or 
in annuities, the plan of insurance payable direct to beneficiaries 
has distinct limitations, and there are several situations which it 
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cannot meet. In any case in which the insurance estate is large, 
particularly if there are several beneficiaries, some or all of whom 
are inexperienced in business, there is need of an insurance trust, 
unless the insurance is payable to the estate and is to be adminis- 
tered as part of the estate. 

Most men who carry any considerable amount of life insurance 
spread the risk by taking out policies in several different com- 
panies. Upon the death of the insured the insurance estate is 
then to be collected from several different sources. If, in addi- 
tion to this, the insurance funds are to be distributed to several 
beneficiaries, the complications are such as to tax the ingenuity 
of any man. The insurance trust solves the problem. It 
provides one agency—the trustee—to collect the funds from the 
various insurance companies, and one agency to distribute them 
to the beneficiaries. The total insurance fund is handled as a 
unit. If there is but one beneficiary—the widow, for instance— 
the advantage to her of dealing with one trustee rather than 
with a number of insurance companies is manifest. 

The most serious limitation of insurance payable direct to 
the beneficiary, however, is its inflexibility—its lack of adapt- 
ability to conditions which cannot be foreseen. This limitation 
applies to policies payable in annuities as well as to those payable 
in lump sums. The insurance policy is a contract: it calls for 
stated payments. No matter how urgent a demand may be 
created by circumstances, the insurance company has no alter- 
native but to carry out the contract according to its terms. If 
discretion as to payments were given, a trust would be created. 

Flexibility of Insurance Trust.—The insurance trust may be 
as flexible as its creator wishes, and this feature is second in 
importance only to that of safeguarding the insurance estate. 
The creator of the trust cannot possibly foresee the exact condi- 
tions which will face the beneficiaries after his death. If he has 
provided insurance payable in annuities, the annuities for the 
beneficiaries may be too much one year and too little thenext. A 
serious and prolonged illness, a costly operation, a required 
change of climate or other contingencies may make it wise to 
encroach upon the principal. On the other hand, there may be 
an opportunity to save onthe income. The education of children 
of various ages may involve different requirements each year. 
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By giving discretion to the trustee in such matters the donor may 
provide for his beneficiaries some such use of the funds as he 
himself would employ were he alive. 

Other Advantages.—At the death of the donor, the cash imme- 
diately provided by an insurance trust greatly facilitates the 
administration of the estate. In small estates it furnishes the 
money for funeral and doctor’s bills and probate costs. In 
large estates it provides for these and also for the payment of 
taxes and other claims; and it thus avoids the necessity—other- 
wise often encountered—of selling securities at a sacrifice to 
provide the necessary funds at once. Adequate insurance funds 
at this time often save great loss to the balance of the estate, 
especially when the securities or other property are such as to 
require time for sale at their true value. 

Such a trust provides closer personal relations with the bene- 
ficiaries than is possible by an insurance company. It gives to 
the widow, child or other beneficiary the needed advice of men 
of experience and integrity. 

Relations of Fiduciaries and Insurance Companies.—The 
acceptance of an insurance trust by a corporate fiduciary is an 
act not of competition but of cooperation with insurance 
companies, and this fact is recognized by the best minds in both 
fields. Many banks and trust companies have close working 
agreements with insurance men, to their mutual advantage. 

The insurance trust fills a need which the insurance policy 
alone does not meet. It begins where the insurance policy ends. 
It helps to perfect what is admittedly incomplete. The policy 
provides the money; the trust safeguards it and gives intelligent 
care to its proper disposition. 

Classes of Insurance Trusts.—Writers on the subject com- 
monly group insurance trusts into three classes: 

In the passive trust the trustee merely holds the policies, which 
have been assigned or transferred to it, and when the policies 
are payable collects the funds and pays them out at once as 
directed in the agreement. It undertakes no duty as to the pay- 
ment of premiums, and the trust terminates as soon after the 
death of the donor as the funds can be disbursed. 

The unfunded trust is similar to the passive trust, except that 
after the death of the donor the trustee is to hold the proceeds 
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of the policies for a period of time, to pay the income or perhaps 
part of the principal to designated beneficiaries and, upon termi- 
nation of the trust, to pay the principal to designated persons or 
for designated purposes. In this trust also there is no duty on the 
trustee to pay premiums. 

In the funded trust the donor deposits the insurance policies 
which are assigned to the trustee or made payable to it, and in 
addition deposits securities, the income of which is to be used to 
pay the premiums on the policies. After the donor’s death, the 
trustee collects the proceeds of the policies, and the estate then 
consists of the insurance money and the deposited securities. The 
trustee manages the estate for a period, and distributes the 
income and finally the principal as directed in the agreement. 

In very recent years another kind of insurance trust has been 
introduced, known as the cumulative insurance trust. In this, the 
donor deposits straight life policies and undertakes at each pre- 
mium date to deposit with the trustee an amount greater than the 
premium. From these payments the trustee agrees to pay the 
premiums, and to invest the surplus in securities which are to be 
held in the trust estate in addition to the proceeds of the policies. 

The Trust Agreement.'—As with other living trusts and with 
wills, the preparation of the agreement requires experience and 
technical knowledge. The terms must be carefully studied and 
worded to make sure that they fulfil the purposes of the donor. 
Yet the document should be as short and as simple as possible; 
it is to be signed by the donor and he should be able to 
understand it. 

Legality —The insurance trust is a comparatively new thing, 
and some legal questions relating to it have not yet been tested 
in the courts.? Special care should be taken to have the docu- 
ment strictly legal throughout, special attention being devoted 
to the law against perpetuities and to state laws as to 
accumulations. 

Discretionary Powers.—Much of the possible value of the trust 
will be defeated if the discretionary powers given to the trustee 
are not broad enough to permit the trustee to use the funds for 

1 See forms of agreement, Appendix B, p. 340. 


2 Under Suggestions for Reading at the end of the chapter, see articles by 
Messrs. Holden, McCanliss, Milne, Redfield. 
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the best interests of the beneficiaries under the unknown contin- 
gencies of the future. The donor may simply give general dis- 
cretionary powers within certain wide limits, or may endeavor 
to think out the possible contingencies and give discretion in 
meeting these. 

Cautions.—In accepting a funded trust the trustee undertakes 
a considerable responsibility. The premiums are to be paid 
from the income of the securities. But some of these securities 
may cease paying income. Some of them may mature and the 
trustee may then be unable to reinvest the money at as high a 
rate of income. There should be a provision that, if the income 
is insufficient to pay premiums, the donor must make good the 
deficiency at once, and that if he does not the trustee is relieved 
of responsibility. It is suggested as an alternative that the trus- 
tee may sell securities to pay premiums. In some cases, however, 
this might involve exhausting the fund in premiums. 

There is large responsibility in the agreement to attend to 
the payment of premiums. If through a clerical error a premium 
is not paid, and the policy lapses, there is trouble; and if the donor 
is then uninsurable, the trustee may face a heavy liability. Some 
companies meet this situation by a double tickler system, under 
which two independent sources are each charged with the respon- 
sibility of paying the premiums. It is also suggested that a 
close working arrangement be made with the general insurance 
agent for repeat notices or even for the drawing of drafts for the 
premiums. 

In the unfunded trust the donor pays the premiums, and the 
agreement should, of course, specifically provide this and state 
clearly that the trustee assumes no liability whatever in case of 
alapse. Aside from the agreement itself, some working arrange- 
ment to meet emergencies is desirable. There have been cases in 
which the donor was out of town for a long stay, and could not be 
reached when needed. 

Some questions arise as to the policies themselves. They 
should be adapted to the purposes of the trust. The donor's 
right to change beneficiaries should be established. Sometimes 
the beneficiary must assign his interest. Provisions should be 
made regarding the insured’s rights in the policy—loans, cash 
surrender value, right to select an instalment option, etc. If the 
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policies are participating, there must be definite instruction as 
to the use of the dividends. If some of the policies may mature 
before the death of the donor, provision should be made for such 
a contingency. 
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CHAPTER XV 
AGENCIES 


Many of the services already described as performed under 
trust agreements may also be performed under powers of attor- 
ney or under agency agreements. The circumstances of the case 
and the plans and wishes of the client naturally determine which 
form of agreement is the better. There are other services 
which from their nature or from the limited length of time during 
which they are to be performed are more suitably handled as 
agencies than as trusts. 

Banks and trust companies may act as agents for most of the 
purposes for which individuals may act, but they are most fre- 
quently called upon to act in financial matters, in the manage- 
ment of property and in the care of securities. Such agencies 
are commonly created by persons in ill health, by persons unfamil- 
iar with business practices, by retired business men, by persons 
who expect to be away for short or long periods of time, and, to an 
increasing extent, by active business men who wish to be relieved 
of the worries of their property affairs outside their regular busi- 
ness interests. To persons of these and other classes the modern 
trust department offers the opportunity of having their affairs 
given expert attention by responsible specialists at moderate cost, 
and often at a cost less than that of hiring an inexperienced agent. 
During the World War trust departments in many cities were 
given agencies by large numbers of men and women who had been 
assigned to military or naval service, and many of these agencies 
have been continued or changed into trusts. 

Common forms of agencies include the collection of items upon 
which periodical payments are to be made, such as real estate 
mortgage notes, land contracts; the collecting of income in the 
form of interest, coupons, dividends, rents; the payment of 
personal accounts; the payment of allowances, taxes, interest on 
loans, insurance premiums or of any regularly recurring items; 
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and any portions of the services described below under special 
headings. A power of attorney may be given for a single act, 
such as the conveyance of a parcel of real estate; or for as com- 
plicated a duty as that of managing a business during the absence 
of the owner, or of taking entire charge of an estate. Agencies 
undertaken especially for corporations are described in later 
chapters. 

Management of Real Property.—Trust companies which are 
equipped to do the work handle many agencies for owners of real 
property. These agencies may be for the entire management 
of the property or for certain limited duties only. 

When the agency covers the complete management of the 
property, the trust department assumes the entire responsibility 
of management, doing all that the owner himself could do. For 
the performance of such an agency a formal power of attorney 
or an agency agreement is usually executed, designating the 
extent of the powers of the agent and, asa rule, conveying broader 
powers than those of the ordinary agent. Under such an agree- 
ment the agent looks after the repairs and decorations; checks 
up and pays taxes or assessments; pays interest on mortgages; 
keeps the property covered withinsurance and pays the insurance 
premiums; collects rents; secures new tenants when vacancies 
occur; where janitors are employed, sees that their work is well 
done; keeps detailed records of receipts and expenditures; sends 
periodical statements monthly or quarterly, semiannually or 
annually as desired; and either remits to or credits to the account 
of the owner the net income. Under proper authority the 
agent will either negotiate or carry out the details of purchase 
or sale of real property. Such agencies sometimes include the 
care of unimproved property which is awaiting development. 

The well-equipped trust department is often better qualified 
to perform these duties than the owner himself, unless the owner 
is experienced in the care of real estate, and it very often happens 
that the employment of such a department not only relieves 
the owner of the burden but also brings him a larger net return 
from his property. The trust department which handles much 
business of this kind is able to look after repairs and decorations 
at a minimum of cost, because it does these things on a large scale. 
It has an advantage in the selection of good responsible tenants, 


238 TRUST DEPARTMENTS 


because it often has many to choose from and is better able to 
investigate the desirability of proposed tenants. Its experience 
in such matters enables it to keep tenants satisfied, and in the 
matter of repairs to avoid extravagance and yet keep up such 
repairs as are desirable. It is in touch with rental conditions 
and is in position to get the maximum fair return in rents. Its 
facilities enable it td handle all matters in a business-like way and 
it does not allow insurance to lapse or taxes to become delinquent. 
The fact that the trust department has a stated place of business 
always open on business days and is, therefore, always accessible 
to the owner and to the tenants helps keep the tenants satisfied 
and in emergencies sometimes prevents serious damage to the 
property which might occur if the owner managed the property 
himself and happened to be out of town. 

Care of Securities.—In recent years there has been a large 
increase in the business done by trust departments in the care of 
securities. This service has been given different names, includ- 
ing “‘custodianship,” ‘‘safekeeping’”’ and “‘financial secretary,” 
as well as “‘care of securities.” The terms “custodian” and 
‘“‘safekeeping’’ do not seem to suggest the real extent of the 
duties undertaken. From some points of view the term ‘‘finan- 
cial secretary”’ well describes the functions. 

In the exercise of an agency for the complete care of securities a 
well-equipped trust department performs the following services: 

1. It keeps the securities in its vaults safe from loss by theft 
or fire or other causes. The securities may be held in the name 
of the owner or in the name of a nominee of the trust department. 
The securities are, of course, fully as safe as if deposited in a 
safe-deposit box and, in addition, are readily available by order 
from the owner whether he is present or away on a journey. 

2. It gives a receipt for the securities. This in itself is often 
valuable to the owner as a list of his holdings, as it often happens 
that men do not know just what securities they have in their 
safe-deposit boxes. 

3. It collects income in whatever form receivable—cuts and 
collects coupons, receives dividends, collects interest on notes 
and mortgages. The promptness with which this is done often 
saves loss of income, for many persons do not themselves cut 
and collect coupons and other forms of income promptly. 
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4. It promptly collects the principal upon the maturity of 
bonds or notes. This also is a matter te which the individual 
does not always give prompt attention. 

5. It prepares certificates of ownership required under the 
income tax law in collecting coupons, interest on registered bonds 
and dividends of foreign corporations. 

6. It prepares income tax returns. This is a task which most 
individuals dread and in which the experience and training of 
trust department specialists often save the owner overpayment 
of taxes. 

7. It attends to such matters as the transfer of stocks and 
registered bonds. 

8. It pays instalments on subscriptions to new issues of stocks 
and bonds. 

9. When so directed or authorized, it attends to the purchase 
or sale of securities. 

10. It makes investments or reinvestments when so authorized. 

11. It keeps an accurate record of receipts and disbursements 
and renders periodical statements as frequently as is desired. 
Such a record is essential for income tax reports as well as other 
purposes and is not always properly kept by individuals. 

12. It remits or credits or disburses funds on hand periodically 
as per instructions. 

13. Throughout the whole life of the agency it maintains 
consistent supervision of the securities in its charge. For this 
work the facilities of a well-equipped bank or trust company are, 
of course, far superior to those of the average individual. This 
supervision includes the noting and advice to the owner of the 
maturities of investments; of stockholders’ rights to convert 
bonds into stock or to subscribe to new issues of securities; of 
bonds called for redemption; of privileges to sell bonds to sinking 
funds; of increases or decreases or passing of dividends; of the 
reorganization, recapitalization, merger plans or other pertinent 
facts regarding the corporations whose securities are held. In 
general, the department places at the disposal of the client the 
service and advice of a corps of officers and employees experienced 
in and familiar with investment matters. 

Service of this kind is particularly valuable to persons who are 
frequently absent or who plan long journeys. While away it 
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may happen that the owner has occasion to use his securities as 
collateral for loans or for other purposes, or wishes to sell them at 
once to take advantage of market conditions. In such case the 
matter can be arranged by wire. It may also happen that, during 
the absence of the owner, securities must be exchanged or con- 
verted, or rights may accrue which must be acted upon at once. 
One of the big advantages of any agency of this kind lies in the 
availability of the securities under such conditions. It is also 
evident that such an agency is of special value to persons unfamil- 
iar with the handling of securities. 

For Others Than Individuals.—To a rapidly increasing extent 
the services of the agency division of the trust department are 
being used by others than individuals—by firms, corporations, 
educational and charitable organizations, churches, lodges, 
societies. 

Officers of firms and corporations thus relieve themselves of 
extra care and responsibility and often save the necessity of 
costly vaults and the additional bonding of employees. 

Instead of depositing their securities in safe-deposit boxes, 
executors and trustees often relieve themselves of detail burdens 
by creating such an agency. 

Churches sometimes use this plan for the collection of pew 
rents. When funds or endowments for churches or charities are 
raised by subscriptions payable over a term of years, the collec- 
tion of the subscriptions is often attended to under an agency 
agreement. 

Charitable Organizations.—To charitable organizations, socie- 
ties, lodges, clubs or institutions of any kind which own property 
the agency service is of great value. The general officers and 
members of the governing bodies of these organizations change 
frequently. For the most part they serve without compensa- 
tion. Sometimes they are not qualified by experience for the 
management of property and securities. Often they consist of 
prominent and influential men and women of the community, 
preoccupied with their own affairs, who cannot and are not 
expected to devote much time to the organization. 

Under such conditions, the general affairs of the organization, 
other than the routine operation conducted under paid officials, 
are apt to suffer from lack of continuity of management and from 
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a failure to place responsibility. It is often difficult to get the 
members of the boards or of the committees together for meetings. 
Inadequate attention is apt to be given to securities owned, to 
their changing values, to possible need of replacement, to their 
collection at maturity or even to the prompt clipping of coupons 
or collection of interest. The frequent change of officers involves 
the transfer of records and securities. Records are sometimes 
lost or mislaid and there is lack of uniformity in the method of 
their keeping. 

The service offered by one trust company in this connection is 
described as follows: 


It will provide such secretarial and stenographic service as may be 
required for giving necessary notices of meetings; will transcribe minutes 
and resolutions accurately and uniformly into permanent records; will 
give notice of all dues and other obligations payable to the organization; 
will receive and acknowledge all payments made for the organization’s 
account, and deposit the same, reporting at regular and special meetings 
the collections made and the items in default; will draw checks for 
authorized amounts covering all items payable, including annuities, 
interest, salaries and current accounts, and will mail the same. 


It will also take custody of securities and of other valuable docu- 
ments, such as title deeds and insurance policies, keeping all 
necessary records incident thereto, holding them ready for pres- 
entation whenever called for with proper authority. 

Colleges —In a number of cases colleges and similar institutions 
have found it of advantage to utilize the services of a trust 
department to look after their financial affairs. This is some- 
times done under an appointment as fiscal agent or assistant 
treasurer and sometimes under a trust agreement. The services 
rendered may include all or any part of those already described 
under the headings, ‘‘Care of Securities,” and ‘‘Management of 
Real Property.” 
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CHAPTER XVI 
TRANSFER AGENT—REGISTRAR 


A stockholder of a corporation is a part owner of the corpora- 
tion, the extent of his ownership being represented (if the corpora- 
tion’s stock is all of one kind) by the ratio between the number of 
shares he holds and the total number of shares outstanding. 
Thus, if the corporation has 10,000 shares of capital stock out- 
standing, the man who has title to 100 of these shares is the owner 
of one one-hundredth of the corporation. If there are outstand- 
ing both preferred and common stocks, the preferred stockholders 
under the customary provisions have preferred claims of owner- 
ship in proportion to their share holdings; and the common stock- 
holders are owners, in proportion to their share holdings, of what 
is left after the prior ownership claims of the preferred stock- 
holders have first been satisfied. 

The ownership of a corporation’s capital stock is, under the 
law, a matter of record on the books of the corporation. If a 
question arises as to whether or not John Doe is a stockholder, 
that question is to be settled by reference to the corporation’s 
records. It is said that in the early days of corporations a stock- 
holder who had arranged to sell his stock to another went per- 
sonally to the office of the corporation and literally made the 
transfer of ownership by his own signature on the books. As 
corporations grew in number and in size and in number of stock- 
holders this arrangement was manifestly awkward if not impos- 
sible, and today changes in ownership of stocks are carried out 
through the medium of stock certificates. By assigning his 
certificate and appointing an attorney to transfer the ownership 
of the stock on the books of the corporation, the owner disposes 
of his stock without even knowing the location of the company’s 
office. It still remains true, however, that the legal proof of the 
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ownership of the stock is found on the books of the corporation— 
that is where the title is passed. The certificate is merely a con- 
venient form of receipt, an evidence of ownership in written form. 


TRANSFER AGENT 


Formerly, each corporation attended to the transfer of its stock 
at its own office—through its own officers or clerks—and this is 
still the practice with the majority of the smaller corporations, 
and with a few of the larger ones. With most large corporations, 
however, and particularly with corporations whose stocks are or 
are expected to be actively traded on the stock exchanges, it is 
now the custom to appoint banks or trust companies to act as 
their agents for the transfer of their stocks. 

This change has been brought about partly by the great 
increase in the number of corporations, and more particularly 
by the still greater increase in the activity of dealings in stocks, 
which has required some means for the facilitating of the numer- 
ous transfers of title. The bank or trust company, as transfer 
agent, offers the advantages of a large and known responsibility, 
of an accessible and centrally located office and—most important 
of all—of having the knowledge, skill and facilities to handle 
the work of transfer quickly and accurately. The handling of 
stock transfers is a very responsible task, requiring special training 
and an intimate knowledge of the laws and customs relating to 
transfers. It is a task in which the consequences of errors due to 
ignorance or carelessness may be very serious. 

Appointment.—The appointment as transfer agent should be a 
matter of definite contract. This is a natural precaution, but is 
specially desirable in this case because the exact responsibilities 
and liabilities of transfer agents are not yet well defined by 
statutes or court decisions, and it is desirable to have them defined 
in the contract itself. The appointment is made by a resolution 
of the board of directors of the corporation whose stock is to be 
transferred, and banks and trust companies usually require that 
this resolution be substantially in the form prepared by them. 


1 The rules of the New York Stock Exchange require that every corpora- 
tion whose stock is listed there shall maintain a transfer officer or agency, 
and also a registry office, in the Borough of Manhattan, City of New York. 
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The following certificate of appointment! shows the form of such 
a resolution, together with other information required. 


eee ee eee 


ee ee ee ae a 


duly called and held on the............ Ce eee 19.. 
at which a quorum for the transaction of business was present, the follow: ae 
resolutions were duly and regularly adopted: 

“ResotveD: That the (institution), of ................ , be, and it 
hereby is, appointed agent of the company with the title ‘‘transfer agent,”’ 
for the transfer of certificates for the.............. capital stock of this 
company. 

“That for the original issue of certificates of stock not exceeding...... 
ee shares of common stock and............shares 
of preferred stock, and for such subsequent additional issues as may be 
authorized by this company, said transfer agent is authorized and directed 
to sign certificates executed by the president or vice-president, and by the 
treasurer or assistant treasurer of this company, or by such officers as may 
be designated by the by-laws or by the board of directors, in such names 
and for such amounts as this company may direct in written instructions 
signed by the president or a vice-president, and by the treasurer or secretary, 
under the seal of this company, and to transfer such shares from time to time 
on books kept for that purpose, on the surrender for such transfer of out- 
standing certificates of stock of the company, and to deliver new certificates 
issued in lieu of such surrendered certificates. 

“That the authority of such transfer agent shall also extend to the 
signing as transfer agent of any certificate or certificates of stock which 
may be issued by authority of this company, evidenced by the written order 
of two officers of this company, in lieu of a lost or destroyed certificate or 
certificates of stock. 

“That the said transfer agent is authorized to open and keep such stock 
and transfer books of this company as may be required by law, or for its 
own convenience in the performance of its duties as transfer agent. 

“That said transfer agent may use its own judgment in matters affecting 
its duties as transfer agent, and in its discretion may apply to and act on the 
instructions of its own counsel, or of.................... counsel of 
this company, in respect to any questions arising in connection therewith, 
and that it shall not be held responsible for following such advice of counsel, 
or exercising its own judgment, nor shall it be held responsible for following 
the directions or instructions of this company, or for anything except its 
wilful misconduct or gross negligence. 

“That this company indemnify and hold harmless said transfer agent for 
any acts done by it in good faith in reliance on any instrument or stock 


* Quoted, by permission, from an address by Fred W. Harrington, in 
Proceedings Departmental Conferences, American Institute of Banking, 
1923, p. 355. 
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certificates believed by it to be genuine, and to be signed, countersigned, 
or executed by any person or persons authorized to sign, countersign, or 
execute the same. 

“That the secretary be, and he hereby is, instructed to file with the 
ele Sees ss oa ats trust company a certified copy of the foregoing 


resolutions.” 

The undersigned further certify that.................,4596 eee 
ee oino abe Loe Ee was duly organized under the laws of 
EM CMSEALC MOL cus oo.c5ys Se) ee eee eee eer , that the total authorized 
capital stock of said company is.................. shares, subdivided into 


And that there are now issued and outstanding shares of the capital 
stock of the company as follows: 

That the property for which the above-mentioned outstanding shares have 
been issued has been actually conveyed or transferred and delivered to this 
company. 

That the form of certificates of stock to be signed by.............. as 
transfer agent has been duly adopted and is shown by the specimen certificate 
or certificates hereto annexed. 

That the signatures of the officers authorized by the statutes, by-laws, 
and resolutions of the board of directors of this company to sign certificates 
of stock of this company are as follows: 


The president, oo is. c204 s(gewtscte oriole Sele kone ee 
Wall Big ona oi aisdici cithere wes eretaxe 1aperel ne i sites. «eat ea rrr 
The vice-president, .... 5.623. 3... eee 5 < spon» hye <= = Sen 
Wall Sgt. Penis cos Feds cere ee Suatail syhie nendess «3 pet err 
The treasurer, 2. ..% 5.5 3406. cp oes wie epee § ce 2 hs oe ee 
Will sign oo. 6.25020 2 Re ne 0 are oe pee 
The assistanttreasurer;.: .... 02... 5 5.d8 . <b e) = te 


oLbbe.company this... 7 hich. senate day; of 235 >..-2 eee 19) ca.0 Soci 


(Corporate Seal) 


eae ee oe ue 6 0 8 0 6 co te ore « oe ee eee eae 


Address of the company: 


eee a eee ncaniceecece & © s ae) 5 Shy ReEe Ore 


O08 8 0.6 608 0 8 ee ek es 8S 6 ee 6) sete Sie lee 


(Acknowledged before Notary Public.) 
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In connection with such a certificate certain further informa- 
tion is required, the extent of which varies with different transfer 
agents. It usually includes a certified copy of the articles of 
incorporation and any amendments thereto, a certificate of 
incorporation certified by the proper official of the state, a certi- 
fied copy of the by-laws, and any amendments thereto, or at least 
of the regulations relating to the issuance and transfer of stock, 
and if required by statute, approval by the proper state authority 
of the issue of capital stock. 

Acceptance of Appointment.—Banks and trust companies owe 
it to the public and to their own reputations to exercise reasonable 
care in the acceptance of transfer agencies. They should satisfy 
themselves that the proposition is a legitimate one, is honestly 
conceived and is under the management of persons of good stand- 
ing—in other words, that no fraud is associated with the proposi- 
tion. While it is true that the transfer agent undertakes no legal 
responsibility whatever regarding these matters, it is also true 
that in the eyes of the public it may be held to a certain moral 
responsibility to refuse to lend its name to any enterprise which 
is not promoted in good faith. 

Records.—Upon acceptance of the appointment the transfer 
agent is furnished with a supply of stock certificates signed by the 
proper officers of the corporation and ready for delivery when 
they have been filled out and countersigned by the transfer agent. 
It must also have a stock transfer book or record and a stock 
ledger, which may be furnished by the corporation; but usually 
the bank or trust company has its own forms for these. In a 
large transfer agency it is essential that the transfer agent furnish 
its own forms in order to maintain uniformity in the handling of 
all of its agency accounts. If the corporation already has out- 
standing stock it furnishes the transfer agent with a certified 
list of present stockholders in detail, showing the name of each 
stockholder, his address, number of shares and certificate numbers. 
If the corporation is new and the transfer agent is to make the 
original issue of certificates, either the corporation furnishes a 
list of those to whom certificates are to be issued or subscriptions 
are received by the transfer agent. 

Stock certificates—Formerly, it was the regular practice to 
make up all stock certificates in bound books, one certificate and 
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its stub to the page, all stubs and certificates being numbered 
consecutively. The stubs contain space for the name, date and 
number of shares; also space in which to note the number of the 
surrendered certificate or the fact that it is an originalissue if such 
is the case.. There is also space for the receipt of the party to 
whom the certificate is issued or space in which to paste his sepa- 
rate receipt. If these spaces are all filled, the stub shows a com- 
plete history of its certificate. This practice is still followed in 
companies which transfer their own stock and also in trust depart- 
ments which do only a small volume of transfer business. In 
the larger transfer agencies, however, the use of the stub has been 
discontinued and the certificates are furnished without stubs, 
but are numbered consecutively. 

The wording contained on the face of stock certificates varies 
with different companies and with different kinds of stock. The 
essential part of the certificate, however, is found in the sentence 
which states the name of the owner and the number of shares 
represented by the certificate. The following is a standard form 
for this sentence: 

This certifies that . . . is the owner of . . . fully paid and non- 
assessable shares without nominal or par value of the capital stock of 
. . . Company, transferable on the books of the said company by the 
holder hereof in person or by duly authorized attorney, upon the sur- 
render of this certificate properly endorsed. This certificate is not valid 
until countersigned by the Transfer Agent and registered by the 
Registrar. 


Transfer Record.'—The transfer book or transfer record is the 
book of original entry of the transfer agent and is the book which 
is referred to in the stock certificate in the words, “transferable 
on the books of the said company.’ It will be observed that, 
although the transfer agent may furnish and does operate this 
book, it is legally the book of the corporation whose stock is 
transferred on it and the transfer agent holds the book strictly 
as the agent of the corporation. This is, of course, an important 
record and was formerly always a bound book. In the larger 
transfer agencies, however, it is now in the form of a loose-leaf 
book in which separate sections are maintained for each stock 
issue. Every corporation is required to keep sucharecord. The 


1See Forms 47 and 96. 
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laws of New York require that this book shall plainly and legibly 
record the following information: the date of making every trans- 
fer of stock; the name of the stock and the number of shares 
thereof: the serial number of each surrendered certificate; the 
serial number of the certificate issued in exchange therefor; the 
number of shares represented by said certificate; the name of 
the party to whom said certificate was issued ; the number and face 
value of the adhesive stamps as affixed and required by the statute. 

Stock Ledger.'—This record is now generally used in loose-leaf 
book or card form for convenience in handling and in maintaining 
a strictly alphabetical arrangement. Each page or card shows 
the name of the stockholder and his or her address, the serial 
number and number of shares of each certificate issued and of 
each certificate surrendered and the balance in number of shares. 
The form also usually contains space for directions as to the 
payment of dividends. This ledger is posted daily from the 
transfer record. 

Procedure.—With the data and materials above described in 
hand, the transfer agent is ready for business. On the face of 
it the duties are simple enough. If an original issue of certifi- 
cates is to be made, the transfer agent has before him the list of 
persons to whom certificates are to be issued, with the number 
of shares to each, this list having been furnished by the officers 
of the corporation; or, in lieu of such a list, the transfer agent 
receives subscriptions direct, each showing the name in which the 
certificate is to be issued and the number of shares. In either 
ease the transfer agent enters the first name before him and the 
proper number of shares on the transfer record for certificate No. 
1, or, if stubs are used, makes the record first on the stub and 
then on the transfer record. He then fills out the certificate 
itself just as he has filled out the transfer record. The proper 
officer of the bank or trust company then signs the transfer agent’s 
certificate, and the document is ready for delivery. The transfer 
agent’s certificate is usually printed at one end of the stock certifi- 
cate, the following being a standard wording: 


Countersigned 
The Blank Trust Company, Transfer Agent 
GE ey a Assistant Secretary. 


1 See Forms 48 and 98. 
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If an old certificate is offered for transfer, the transfer agent 
sees that the assignment and power of attorney, usually printed 
on the back of the certificate, are properly signed and witnessed, 
and, if necessary, guaranteed, and ascertains that the certificate 
agrees with the book record of it. He then cancels the certificate 
and issues a new certificate as directed in the assignment; or, if 
the number of shares called for by the old certificate is to be 
‘“‘split” and reissued to two or more different persons, he issues 
two or more certificates accordingly. 

As above suggested, all this looks like a reasonably simple 
process. Asa matter of fact, it involves so many problems and so 
many opportunities of costly mistakes that it is often in reality a 
very difficult and intricate process. 

Filling in Name.—The way in which the name of the new owner 
is filled in on the new certificate requires careful attention. The 
fundamental consideration is so to enter the name as to make it 
identify the owner as accurately as possible, and, if he is to hold 
the title in any other than his individual capacity, to show clearly 
in what capacity. In other words, the description of the holder 
of the certificate must be accurate and complete. The following 
are some of the matters to which attention must be given: 

The name must be spelled correctly. 

The name should be legally correct. For example, ‘ Mrs. 
John R. Doe”’ is not correct for the name of a married woman. 
“Jane L. Doe” is the proper form, showing her given name. 

Initials should not be used in lieu of a person’s given name. 
For example, use ‘John R. Doe” rather than “J. R. Doe.” 
This is primarily for better identification. ‘‘J.’’ might stand for 
‘““James’”’ or some other name, and if it is known that the man’s 
first name is “John”’ the identification is that much easier. The 
matter is also inportant in establishing the sex of the owner— 
“J.” might stand for “Jane.’”? Under the laws of some states, 
especially in dealings between husband and wife, this may be 
an important matter with references to transfers. 

If the certificate is to be filled out in the name of one who is to 
act in any other than his or her individual capacity, it is essential 
to define that capacity exactly. Thus, ‘‘John R. Doe, executor”’ 
would not be correct. It should be ‘‘John R. Doe, executor of 
the will of Sallie N. Doe, deceased.”’ 
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Transfers.—The most serious and puzzling problems of the 
transfer agent are those of determining whether or not the trans- 
fers of stock which it is asked to make are in every way regular 
and legal. On the back of a stock certificate is printed a form 
under which the owner of the certificate may assign the stock and 
appoint an attorney to make the transfer on the books of the 
corporation. The standard form for this is as follows: 


DRE Sa @ 6 @ €8 6 BS ane ee swe SC eee see orseewosesCCveesseeBotsseeeesceereesneseaneee 


irrevocably constitute and appoint ....................02 seed Attorney 
to transfer said stock on the books of the within named Company with full 
power of substitution in the premises. 

Eg go bus via agrees so xo ees 


I Ee ee 
With this form is usually printed the following 


Notice.—The signature to this assignment must correspond with the name 
as written upon the face of the certificate, in every particular, without alter- 
ation or enlargement, or any change whatever. 


When a certificate is surrendered to the transfer agent for 
transfer, the above assignment form must have been filled out 
(except as to name of attorney), signed by the owner of the 
certificate, witnessed and dated. The space for the name of 
attorney should be left blank, to be filled in at the transfer office 
with the name of the person who actually makes the transfer on 
the books. If this space has been filled in, it becomes necessary 
for the person whose name appears as attorney to sign a power 
of substitution, of which the following is a standard form, to be 
written or stamped on the back of the certificate under the 
assignment: 


I hereby irrevocably constitute and appoint. . : 
my substitute to transfer the within-named wiacke inde die foamed 
power of attorney, with like power of substitution. 
eee 
Signed and acknowledged 
in the presence of 


252 TRUST DEPARTMENTS 


When a certificate thus endorsed is presented for transfer, two 
problems at once confront the transfer agent: first, to be satis- 
fied that the signature to the assignment is the genuine signature 
of the person whose name appears on the face of the certificate, 
that is, of the actual owner of the stock; and, second, to be satis- 
fied that the said person has full legal right and power to “sell, 
assign and transfer” the stock. 

Identity of Transferor.—In a relatively few cases, the trans- 
fer agent may know the transferor and his signature, as he may be 
a well-known client of the institution. In the vast majority of 
cases, however, the transfer agent does not know the signature 
and has no practicable means of learning its genuineness by direct 
investigation within the time at his disposal. The fact that the 
signature is witnessed is not regarded as sufficient proof of its 
genuineness—for obvious reasons—unless, of course, the witness 
happens to be well known to the transfer agent. Under these 
conditions, since it is essential that the genuineness of the signa- 
ture be established, the transfer agent must have definite evidence 
of its genuineness from some responsible party who is in position to 
certify to it or is willing to assume the responsibility. Under 
some circumstances an acknowledgment in proper form before a 
notary public, together with legal evidence of the notary’s appoint- 
ment and term of office, is acceptable. The usual practice, 
however, is to require a guarantee of the signature, written or 
stamped and signed on the back of the certificate near the signa- 
ture in question. The guarantee preferred or required is usually 
that of a broker having membership on the New York Stock 
Exchange or on the stock exchange of the transfer agent’s own 
city, or else of a National bank, state bank or trust company of 
substantial responsibility. 

It is a rule strictly enforced by most transfer agents that the 
signature to the assignment and power of attorney must corre- 
spond in every particular with the name written on the face of the 
certificate, without alteration or enlargement, or any change 
whatever. This is a requirement for a good delivery under the 
rules of the New York Stock Exchange, and adherence to it is 
necessary if the certificate is to pass through that or similar 
channels. It is not, however, an absolute necessity for a proper 
transfer, since the essential thing is that the transfer agent be 
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satisfied that the signature is a genuine signature of the registered 
owner. In fact, when the owner cannot write the transfer may 
be made upon his signing with a cross (x) with witnesses and a 
proper certificate by a notary public. 

Attention is called to the fact, suggested by the above con- 
siderations, that a perfectly regular transfer of stock may not be 
a “‘good delivery”’ under the rules of the stock exchanges. This 
fact may make no difference if the certificate is to be transferred 
at once by the interested parties, but it may be very important if 
the certificate is to be sold or for any other reason is apt to pass 
through several hands. It is, therefore, necessary for the transfer 
agent to be familiar with the rules for delivery of the NewYork 
Stock Exchange, which are printed in Appendix C, page 345. 

Right to Transfer.—Having established the genuineness of the 
endorsement on the certificate presented to him for transfer, the 
next question which the transfer agent must decide is whether or 
not the person who presents the certificate for transfer has full 
legal right and power to transfer the stock. The question may 
concern his right to transfer the stock at all, or it may concern 
his right to transfer it in the particular way he proposes. If 
the certificate stands in the name of an individual, this is, as a rule, 
not a difficult question. In some states there are limitations 
upon a husband’s right to transfer to his wife or a wife’s right to 
transfer toherhusband. The transfer in such cases may be made 
indirectly by transferring to a third party and then to the desired 
transferee. 

If the certificate stands in any other name than that of an 
individual acting in his individual capacity, the question of right 
to transfer is important and not always easy to determine. It is 
not practicable here to discuss all possible problems which may 
arise, but those mentioned below will serve to show the necessity of 
care and to suggest the precautions necessary.! 

Partnerships.—Transfers from partnerships are quite common, 
because most stock exchange houses are organized as partner- 
ships. As each partner has the power to sign for transfer, it is 


1 Quite complete discussions of the various problems may be found 
in the references under Suggestions for Reading at the end of this chapter. 
No company which does any considerable amount of transfer business should 
be without the “Stock Transfer Guide and Service’ there mentioned, nor 
should it proceed in doubtful cases without competent legal advice. 
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necessary for the transfer agent to have the firm signature of each. 
A transfer from the firm by a given partner to himself should be 
questioned. The transaction may be regular, but it is better 
to have another partner make the transfer. 

Corporations.—Transfers from corporations must be under 
general authority contained in the by-laws or by resolution of the 
board of directors. A certified copy of the by-laws or of the 
resolution should be submitted. Such copy will usually show 
the authority of the officer or officers who sign for the transfer, but 
if not, it should be similarly verified. Also the election of the 
individuals who sign as officers, if not already known or indicated in 
the resolution, should be evidenced, usually by a certified copy 
of the minutes of the meeting at which the election took place. 

Attorney.—When a certificate is presented for transfer by one 
who proposes to act as attorney for the registered holder of the 
certificate, the transfer agent must require that he prove his 
legal appointment as attorney. For this the examination of the 
original power of attorney is usually required, the genuineness of 
the signature on which must be established—usually by the same 
guarantees that are required for the signature to the assignment. 
It must also be established that the power of attorney is still in 
force. If the document is a general power of attorney, the trans- 
fer agent should satisfy himself that it gives the specific power 
to sell, assign and transfer stock. 

Fiduciaries.—The most difficult problems with reference to 
transfers arise regarding those requested by fiduciaries. Care 
must be taken to verify the authority of the fiduciary, to know 
that the proposed transfer is in accordance with the laws or the 
will, deed of trust or other instrument under which the fiduciary 
holds appointment and to comply with the requirements of the 
inheritance tax laws of the states which may be affected. 

Administrator or Executor—Transfers from the estate of a 
decedent should be accompanied by a certificate of the granting of 
letters of administration if intestate; or if testate, a certificate 
of the appointment of the executor and a certified copy of the 
last will and testament. In both cases evidence should be pro- 
duced of the retention of the trust at the time of the proposed 
transfer, especially if the statutory time for the closing of the 
estate has about elapsed. Evidence of the payment of inherit- 
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ance or succession taxes in all states involved must be produced, 
or, in lieu of this, waivers of notice issued by the comptroller, 
auditor or other proper officials of such states. If the circum- 
stances require a court order for the transfer of the stock, such 
order must be produced. In the case of an executor, the will 
should be examined to determine the powers of the executor and 
to learn whether the will contains any restrictions upon the 
transfer of the particular securities submitted for transfer. If 
a transfer is proposed by an administrator within one year from 
the date of his appointment, for any purpose other than a sale, 
he must furnish an affidavit that all claims against the estate 
prior to those of the transferee have been paid or provided for. 

Trustee.—If a transfer from a trustee is proposed, it is necessary 
to have a certified copy of the will, deed of trust or other instru- 
ment creating the trust, together with evidence of the appoint- 
ment of the trustee (if not shown in the instrument) and evidence 
of the retention of the trusteeship at the time the transfer is 
asked. The instrument should be examined to see what powers 
are given to the trustee, and, in particular, to determine if it 
authorizes the transfer in question. It is important to know that 
the trustee is not exceeding his powers in making the transfer. In 
some cases an order of court may be necessary. 

Stop Transfers.—Transfer agents frequently receive demands to 
stop transfer of certificates which are reported lost, stolen or 
destroyed; and it is necessary for the transfer clerk to maintain 
a “stop transfer” list, which is carried in about the same way 
that the banking department carries “‘stop payment” lists on 
checks. 

When put on notice that a certificate has been lost or stolen, 
the transfer agent is in a somewhat difficult position. It cannot 
safely make transfer on the certificate if presented, and, on the 
other hand, its refusal to make transfer may result in claims for 
damages, a contingency against which it is entitled to protection. 

Procedure upon a demand for the issue of a duplicate certifi- 
cate to take the place of one lost, destroyed or stolen is based 
upon a consideration of the rights of both the owner of the stock 
and the issuing corporation. The true owner is shown by the 
transfer books; his ownership and his rights and privileges as a 
stockholder stand regardless of the whereabouts of his certificate. 
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His rights are held to include the right to have his certificate 
replaced if it has been lost. On the other hand, the issuing cor- 
poration, which is called upon to issue a new certificate without 
the surrender of the old one, is entitled to require reasonable 
safeguards for its own protection. 

Upon receipt of such a notice the transfer agent advises the 
issuing corporation and awaits its instructions, as no duplicate 
certificate may be issued except upon definite action by the direc- 
tors of the corporation. The approved procedure is to require, 
first, satisfactory proof of the loss, theft or destruction—usually 
in the form of an affidavit; and, second, a bond of indemnity by a 
satisfactory maker in an amount ample to protect the corporation, 
which means an amount considerably more than the presumed 
value of the stock in question. If the values represented are 
very large and the circumstances doubtful, some authorities 
advise that any action be refused until the owner of the certificate 
obtains an order from a court of competent jurisdiction. In any 
event, it is customary to wait some months after receipt of notice 
before a duplicate certificate is issued. 

List of Stockholders.—In the regular routine, the books of 
the transfer agent always contain an accurate and up-to-date 
record of the stockholders of the corporation. One of its duties 
is to furnish a list of stockholders with addresses and number of 
shares held by each, at such times as the issuing corporation may 
require. Such lists are needed whenever the corporation has 
occasion to communicate with its stockholders, to issue calls for 
proxies for meetings, to send notices of increase in capitalization, 
of rights to subscribe for stock, ete. 

Stockholders’ lists are most frequently required for computing 
and mailing dividend checks. It is customary for the books to 
be closed for transfers for a short period before dividend dates, to 
permit the compilation of the list, the computation of dividends 
and the preparation of the checks. While there are cases in 
which the transfer agent prepares the list of stockholders and the 
payment of dividends is attended to by the issuing corporation 
itself or by a separate fiscal agent, the more common and growing 
practice is for the transfer agent to act also as fiscal agent for 
the payment of the dividends. ! 

1 See under Fiscal Agent, Chap. XVIII. 
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Liability of Transfer Agent.—As already stated, the accept- 
ance of a transfer agency should be under a definite contract 
between the agent and the issuing corporation. In recent years 
the tendency has been to state quite specifically in the contract the 
responsibilities and obligations undertaken by the agent, and to 
provide for the submission of difficult questions to the counsel of 
the principal. For many years there has been much discussion 
and much difference of opinion as to just what rulings the courts 
might make as to the liabilities of the separate transfer agent in 
the absence of a definite contract—whether the courts would 
regard the relationship as one of simple agency, or would hold 
that the transfer agent assumes all the liabilities of the issuing 
corporation as to transfers of its stock.! So long as this matter 
is undetermined it is manifestly wise to have definite contracts. 

As to the liability of the issuing corporation itself regarding the 
transfers of its stock there seems to be little doubt, for the courts 
have held it to strict accountability. 


When a transfer of stock is presented to a corporation it is bound at its 
peril to see that it is a genuine transfer by one who has power of disposi- 
tion over stock . . . If it issues a certificate upon a forged or 
unauthorized transfer, the real owner retains his property in the stock 
and the corporation may be liable to a bona fide holder of the new cer- 
tificate. [On the other hand], if a proper transfer is presented to a cor- 
poration it is its duty to issue a new certificate in accordance with it, 
and if it refuses it is liable to the person to whom the transfer is made.’ 


Corporations have been held liable for transfers made in error 
because of mistakes of fact in such cases as these: where an attor- 
ney exceeded his power in making a transfer; where the title to 
the stock was affected by a complicated contractual relation; 
where the title was affected by a law peculiar to another state. 
There have been a number of cases in which corporations have 
been held liable for transfers because they were not made in 
accordance with the provisions of wills, which provisions the 
courts held the corporations under obligation to know. 


1 For detailed discussion of this subject, see references under Suggestions 
for Reading at the end of this chapter. Several of these articles are sum- 
marized in Herrick, ‘Trust Companies,’’ chap. XV, p. 346. 

?Supreme Court of Massachusetts (Crocker vs. Old Colony Railroad 
Company, 137 Mass. 417). 
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Uniformity.—For a number of years the need of greater uni- 
formity in the handling of stock transfers has been under discus- 
sion, and numerous efforts to promote uniformity have been 
made. Of special importance has been the work of the New York 
Stock Transfer Association, organized in 1913 and reorganized in 
1920, whose membership now includes most of the large transfer 
agencies. It has been active in disseminating information and 
promoting reforms and improvements in stock transfer work. 
Of particular value is its ““Stock Transfer Guide and Service,’’! 
in loose-leaf form, which is kept up to date. This service is 
indispensable to active transfer agents. 

Standardization in stock transfer practice and law is being 
promoted by the adoption by various states of the Uniform Stock 
Transfer Law, which became effective in New York on Sept. 1, 
1913 (Laws of 1913, Chap. 600). Up to the present, this law in 
practically the same form has been adopted in Alaska and in the 
following states: Arkansas, Connecticut, Illinois, Indiana, Louisi- 
ana, Maryland, Massachusetts, Michigan, New Jersey, Ohio, 
Pennsylvania, Rhode Island, South Dakota, Tennessee, Virginia, 
Wisconsin. The New York act is given in full in Appendix D, 
page 358. 

REGISTRAR 

The function of the registrar is to act as a check upon the 
transfer agent in preventing an overissue of stock. The purpose 
of employing a registrar is shown clearly in the origin of the 
custom. In 1863 an officer of the New York and New Haven 
Railroad Company, who also acted as its transfer agent, fraudu- 
lently overissued the stock of the company. Othersimilar frauds 
were perpetrated, and, as a measure of protection, the New York 
Stock Exchange took action in 1869 to require that all active 
stocks be registered by agents approved by it. 

The rules of the New York Stock Exchange now require that all 
corporations whose shares are admitted to dealings upon the 
Exchange shall maintain a transfer agency and a registry office 
in the Borough of Manhattan, City of New York. Both the 
transfer agent and the registrar must be acceptable to the 
Committee on Stock List. The registrar must be a bank or trust 
company, must file an agreement to comply with the require- 

1See Suggestions for Reading at end of this chapter. 
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ments of the Exchange in regard to registration, and may not 
register any listed stock until authorized by this committee. 
The rules further provide that the same institution may not act 
as both transfer agent and registrar for a corporation. This 
position is logical, for the very purpose of the registrar is to see 
that the transfer agent does not overissue the stock. 

Appointment.—In considering the acceptance of appointment 
as registrar, which should be under a definite contract and upon 
resolution of the board of directors of the issuing corporation, 
a bank or trust company needs practically the same information 
as that required in considering appointment as transfer agent. 
Upon acceptance of the appointment, the registrar is furnished 
with a certified list of the outstanding stock. This list should be 
arranged numerically by certificate numbers, showing for each 
certificate the number of shares represented thereby and the name 
of the stockholder. If located in New York City the registrar, 
before proceeding with his duties, must also obtain authority 
from the Stock Exchange, showing the number of shares which it 
is authorized to register. The only record needed is the regis- 
tration record,! which shows the number of each certificate 
canceled, the number of shares represented and the date of can- 
cellation, the certificate number, number of shares and name for 
each certificate issued, with date, and the balance of shares 
outstanding. 

Duties.—The duties and responsibilities of the registrar are 
much simpler than those of the transfer agent. He receives 
from the transfer agent the canceled certificate of stock and the 
new certificate or certificates issued in its place. He must 
examine the canceled certificate to see that it is genuine, see that 
the number of shares represented by the new certificate or certifi- 
cates is the same as was represented by the canceled certificate 
and make the entry on the registration record. He then signs 
the registrar’s certificate and returns all the certificates to the 
transfer agent. The standard wording of the registrar’s certifi- 
cate, which is usually printed at one end of the stock certificate, 
is as follows: 


Registered 
The Blank Trust Company, Registrar 
CPPS GEG6d cava Waeacdntenivsess'ses»s-nemstant Secretary 


1 See Forms 51, p. 53 and 100. 
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In an original issue the duties of the registrar are simpler, as 
there are no canceled certificates to examine and the registrar has 
only to see that he does not register certificates representing 
more than the authorized number of shares. 

In theory at least, the above discussion shows the extent of 
the registrar’s responsibility. Presumably, the transfer agent 
has passed upon the regularity and legality of the transfer itself, 
leaving to the registrar no duty but to prevent overissue. The 
duties of the registrar are not clearly defined by law, however, 
and some authorities believe that the courts may hold the 
registrar responsible equally with the transfer agent for such 
matters as the validity of signatures.! So long as the matter is 
undetermined by judicial decision it is well to have the contract 
under which appointment is accepted clearly define the duties 
and liabilities of the registrar. 
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This is practically a necessity for a transfer agent, for reading and 
reference. 

Wuirtney, H. F.: “Developing Transfer Agency and Registrar Business,”’ 
Trust Companies, vol. 31, p. 146. 

Witson, H. F., Jr.. ‘Uniform Method of Obtaining Waivers in Transfer 
of Securities in Names of Decedents,’’ Trust Companies, vol. 39, 
p. 575. 
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CHAPTER XVII 
TRUSTEE UNDER BOND ISSUES 


The functions of a trustee under a mortgage deed of trust or 
mortgage indenture securing an issue of bonds are easily under- 
stood if a bond issue be compared with an ordinary note secured 
by a mortgage on real estate. In the latter case the person who 
lends upon or purchases the mortgage note holds both documents 
in his possession, and is in position to watch developments, to 
note any failure of the obligor to live up to his contract and, 
in case of default, to enforce the lien of the mortgage. 

A corporation that wishes to borrow several million dollars on 
its property for a term of years could finance the loan by an 
ordinary note and mortgage if it could find one lender of the 
entire amount. In practice, however, it is necessary to look to 
a number of investors to lend such an amount and this makes it 
necessary to furnish a series of notes or “‘bonds”’ for the investors. 
As the several notes are all to be secured by the same property, 
the obvious procedure is to execute a single mortgage under which 
is pledged the payment of as many separate notes as the occasion 
demands. Such procedure necessitates the appointment of a 
trustee to hold the lien created by the mortgage, to authenticate 
the notes issued under the mortgage, in case of default under the 
mortgage to enforce the lien thereof in behalf of the note holders 
and upon payment of the debt and performance of all obligations 
to execute a release of the mortgage. For the word ‘“‘note’’ 
there may be substituted the word ‘‘bond,” for a bond in its 
essence is nothing more than a note. A bond is issued under seal 
and with more formality than an ordinary note, is usually 
engraved or printed and impressive in appearance and is usually 
secured by mortgage liens. 

Acceptance of Trust.—In considering the acceptance of such 
a trusteeship, before going into detail into the legal aspects of 
the matter, a bank or trust company should first satisfy itself 
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that the proposition is legitimate and undertaken in good faith, 
that the corporation is in the hands of reputable men, that the 
value of the property mortgaged bears a reasonable relation 
to the amount of the proposed bond issue, and that the financial 
standing of the corporation is such as to justify a reasonable 
expectation that it will care for its obligations. 

It is true that the trustee does not guarantee the value of the 
bonds, that is is not legally lable for any losses which the pur- 
chasers of the bonds may suffer, that it has no responsibilities 
other than faithfully to perform the duties specified in the mortgage 
indenture. Nevertheless, it is true that the public holds it toa 
certain moral responsibility in addition to its legal responsibility. 
Promotors know well enough that if the name of a reputable 
bank or trust company is shown as trustee in a bond issue the 
use of such name helps to sell the bonds to the average investor. 
While opinions differ as to the degree of moral responsibility 
which the trustee undertakes or ought to undertake in such 
matters, and as to the amount of precaution which it ought to 
exercise in accepting mortgage trusteeships, it must be said that a 
bank or trust company that lends its name to a manifestly unsafe 
issue will—and should be—held morally responsible, although it 
escape legal liability. In recognition of this fact, conservative 
banks and trust companies take great pains to see that they 
accept no bond trusteeships from other than reputable parties, 
representing bona fide propositions, having reasonable prospect of 
success. 

Having satisfied itself as to the general soundness of a proposed 
issue, before final acceptance of the trusteeship the bank or trust 
company proceeds with investigations of a legal and technical 
nature. 

Documents Required.—There are some differences of opinion 
as to the proper documents and information that should be 
required in accepting bond trusteeships, and the circumstances 
in any given case may require more information than is needed 
in the average case. The following may be taken as the mini- 
num requirements by careful trustees. 

1. Certificate of incorporation of mortgagor. 
2. Copy of articles of association and all amendments thereto. 
3. Copy of by-laws and all amendments thereto. 
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4. Financial statement, showing assets and liabilities. 
5. Copies of minutes: 


a. Of stockholders electing present directors. 

b. Of directors electing present officers. 

c. Of stockholders authorizing the bond issue, with exhibits. 
d, Of directors authorizing the bond issue, with exhibits. 


6. Copies of assents of stockholders, in jurisdictions where 
they are required by law. 

7. Specimen signatures of officers who will sign the mortgage, 
bonds and coupons. 

8. Copy of resolution of directors authorizing delivery of bonds 
after authentication by the trustee to or upon order of specified 
officials (unless provided for in the mortgage). 

9. Copies of underlying mortgages, if any, with certificates of 
trustees as to amounts outstanding. 

10. Certificate of approved counsel that mortgagor has good 
title to, and right to encumber, the property described in the 
mortgage. 

11. Certificate of approval of issue by state public service 
commission or other body having jurisdiction, when such approval 
is required by law. 

12. Opinion of approved counsel: 


a. That the corporation has been legally incorporated. 

b. That proceedings authorizing the mortgage, bonds and 
coupons have been according to law. 

c. That the mortgage, bonds and coupons are valid in form 
and when duly executed will be legal and binding 
obligations. 

d. That the mortgage constitutes a valid first lien on the 
property described therein, if it purports to be a first 
mortgage; or, if not a first mortgage, that it is a valid 
lien, subject only to the prior liens described in it. 

e. That the corporation has made all necessary compliance 
with the laws of various states in which it owns property 
mortgaged. 

f. And, finally, after filing, that the mortgage has been 
properly executed and properly recorded both as a real 
and a personal property mortgage, if both are included. 
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All of the above documents should be delivered to the trustee 
certified by the proper officials. After their receipt they are 
carefully examined to ascertain that everything is in proper 
shape to authenticate the bonds. Special attention must be 
given to the various provisions of the deed of trust. Usually, 
forms of the bonds and coupons are set out in the mortgage, and 
a complete copy of the mortgage should be included in the exhib- 
its accompanying the minutes which authorized the issue. Counsel 
for the trustee should examine the form of mortgage before execu- 
tion and make proper changes and additions when required. 

Deed of Trust.—The general form of deeds of trust and of the 
important provisions were fairly well standardized years ago, but 
the experience of the last twenty years, during which the use of 
trust deeds has increased greatly, has suggested some additions 
and changes which make for smoothness and efficiency in the 
operation of such trusts and for a clearer definition of the powers 
and responsibilities of the trustee. 

Contents.—The exact contents of a deed of trust are governed 
by the conditions of each particular case, but the following sum- 
mary indicates the matters usually covered: 

The preamble recites the incorporation of the company and 
the proceedings in authorization of the bonds, and shows the 
forms of the bonds and coupons and the form of authentication 
by the trustee. 

The granting clause vests title in the trustee, contains a detailed 
description of the property and leads up to the habendum (to 
have and to hold) clause, followed by the clause ‘‘in trust, 
nevertheless,’ showing that the trustee holds title for the benefit 
and security of the holders of the bonds and coupons, and subject 
to the terms of the indenture. 

The above clauses are regarded as introductory, and are 
followed by numbered articles setting forth details of procedure 
and special agreements, as follows: 

1. Provisions as to the execution, authentication and issuance 
of bonds, clipping of past-due coupons before delivery of any 
bonds, registration, replacement of bonds lost, destroyed or 
stolen, issue of temporary bonds if needed. 

2. The covenants by the company—to maintain its corporate 
existence; to pay principal and interest promptly; to pay liens, 
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taxes and assessments before delinquent, so as to preserve priority 
of the mortgage; to maintain the mortgaged property in good 
condition; to insure the mortgaged property properly, with loss 
payable to the trustee; to supply additional funds with which to 
repair or restore damaged property, or, upon failure to do so, to 
provide that the trustee may thus apply funds; to grant to trustee 
right of access to property; to keep books for the registration of 
principal of bonds; to keep other proper books and records; to 
render annual statements to the trustee; to agree not to extend 
time of payment by purchasing or funding bonds or coupons; 
to grant to trustee or to bondholders the right to advance funds 
to pay underlying liens and giving lien for such expenditures; 
to execute any additional instruments that may be necessary 
better to assure the rights of the trustee and the bondholders. 

3. Provisions as to the release of property from the lien of the 
mortgage. 

4. If the trust deed covers pledge of securities, instead of 
mortgage of real estate, the description of such securities takes 
the place of the description of real properties, and covenants 
which apply only to real estate are omitted. If the trust deed 
covers both real property and securities, an article is devoted to 
the subject of the control of pledged securities. Securities pledged 
are delivered to the trustee, and the trustee is authorized to have 
them transferred to its own name. 

Until default, the mortgagor is entitled to interest and divi- 
dends out of earnings and to vote pledged stocks. The trustee 
is given various powers tending to maintain the value of pledged 
securities—to maintain the corporate existence of the issuing 
companies; to enforce the pledged securities; to join in plans of 
reorganization, if necessary, etc. 

5. Provisions as to sinking funds and redemption of bonds. 

6. Remedies of trustee and bondholders. The _ possible 
events of default include default in payment of interest, in 
payment of principal, in sinking fund payments, in payment of 
taxes, assessments, etc., in payment of principal or interest of 
underlying bonds, or default in other obligations of the instru- 
ment, default arising from violation of law, from bankruptcy, 
insolvency, assignment to creditors or appointment of receiver. 
In case of default, the remedies usually listed include: right of 
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trustee to take possession and manage; right of trustee to declare 
bonds due; right to sell without foreclosure; right to sell by legal 
proceedings; right to appointment of receiver; on termination of 
proceedings, trustee and company to be restored to their former 
positions; in case of foreclosure sale, bonds become due, trustee 
or bondholders may bid in the property, purchaser may apply 
bonds in payment, purchaser at foreclosure not responsible after 
paying purchase money; proceeds of foreclosure sale applied first 
to payment of costs and expenses, then to payment of bonds and 
interest, surplus paid to company; exclusive right of action is 
vested in trustee; right of holders of majority of bonds to control 
proceedings; remedies to be cumulative, not exclusive; waiver 
by company of benefit of stay, extension, appraisement or similar 
laws; provision that bonds or coupons need not be produced in 
case of foreclosure suit; all actions for ratable benefit of bond- 
holders; statement as to where company may be served with 
notices and legal process. 

7. Methods of proof of bondholdings. 

8. Conditions upon which trustee accepts the trust. This 
article as written today usually includes the following provisions: 

That the recitals of fact are those of the mortgagor and not of 
the trustee. 

That the trustee undertakes no liability as to the filing or 
refiling of the mortgage, as to continuing or extending the lien of 
same, as to payment of taxes, insurance or other claims. 

That the trustee is not responsible for the validity of the inden- 
ture or the security and is not responsible for the application 
of the proceeds of the bonds. 

That the trustee may select agents and attorneys at the expense 
of the company, and shall not be liable for their acts. 

That the trustee shall not be liable for anything in connection 
with the trust, except for its own wilful misconduct, gross negli- 
gence or default. 

That the trustee is entitled to the advice of counsel and to the 
right to rely on same. 

That the trustee shall have a prior lien for its expenses and 
compensation. 

That the trustee shall be required to take no action under the 
instrument or to incur any expense unless furnished with security 
or indemnity satisfactory to the trustee. 
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That upon default the trustee shall not be required to act 
without proof of holding of bonds, nor unless notified by the 
requisite amount of bondholders. 

That the trustee has exclusive right of action. 

That the trustee shall be protected in acting upon any instru- 
ment, resolution, notice, request, certificate, affidavit, voucher, 
bond or other paper believed by it to be genuine. 

That the trustee owning a bond has all the rights of a bondholder. 

That the trustee may resign. In this connection provisions 
are made for the appointment of a successor trustee. 

9. Provision that the company shall have right of possession 
unless and until default under mortgage. 

10. The defeasance clause, providing, that upon complete 
fulfilment of the obligations of the instrument, the trustee shall 
enter upon the records a satisfaction of the deed of trust and the 
property shall be restored to the company. 

11. Sundry provisions usually include a provision that the 
covenants of the instrument shall be binding upon the successors 
of the company and/or of the trustee, definition of terms used in 
the instrument and any matters not naturally included under the 
regular headings. 

The instrument closes with the testimonium clause (‘‘In 
witness whereof,’’ etc.), the signatures of the company and of the 
trustee by their proper officers and the notarial acknowledgment 
of such signatures. 

Protection of Trustee.—A committee of the Trust Company 
Division of the American Bankers Association, in 1905, suggested 
the following wording of conditions to be inserted in trust deeds 
for the definition of the trustee’s liabilities: 


As a condition precedent to the acceptance of the said trust by the 
trustee, it is further stipulated and agreed by and between the parties 
hereto and all present or future holders of bonds secured by these 
presents, that the trustee shall not be answerable for any act, default, 
neglect or misconduct of any of its agents, representatives or employees, 
by it appointed or employed in connection with the execution of any of 
the said trusts, nor in any other manner answerable or accountable 
under any circumstances whatsoever, except for gross negligence or 
bad faith; that the recitals contained herein, or in the bonds, as to 
priority of lien, due authorization or any other matter whatsoever, are 
made by and on the part of the company, and the trustee assumes no 
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responsibility for the correctness of the same; also, that it shall be no 
part of the duty of the trustee to file or record this indenture, mortgage, 
deed of trust, assignment or other instrument whatsoever that may be 
delivered to it under the terms of this instrument as a mortgage, deed of 
trust or conveyance of real estate, or as a chattel mortgage or convey- 
ance of personal property, or to renew such deed of trust or mortgage, 
real or personal, or to procure any further, other or additional instru- 
ment of further assurance, or to do any other act which may be suitable 
and proper to be done for the continuance of the lien or charge hereof, 
or for giving notice of the existence of such lien or charge, or for extend- 
ing or supplementing the same; nor shall it be any part of its duty to 
effect insurance against fire or other damage on any portion of the 
premises or property hereby mortgaged, or to renew any policies of 
insurance, or to keep itself informed as to the payment of any taxes or 
assessments, or to require such payment to be made; but the trustee 
may do any or all of these things. 

The trustee shall not be compelled to take any action as trustee under 
this mortgage unless first properly indemnified to its full satisfaction, nor 
shall it be chargeable with notice of any default on the part of the com- 
pany except upon delivery to it of a distinct specification in writing of 
such default by some person or persons interested in the trust, whose 
interest, if the trustee shall require, must be proved to the reasonable 
satisfaction of the trustee. 

In case at any time it shall be necessary and proper for the trustee to 
make any investigation respecting any fact or facts preparatory to taking 
or refraining from taking any action, or doing or not doing anything, as 
such trustee, the certificate of the company under its corporate seal, 
attested by the signature of its president or secretary or the affidavit of 
one or more directors, shall be conclusive evidence of such facts to pro- 
tect the trustee in any action or position that it may take or assume by 
reason of the supposed existence of such facts. 

It is further convenanted and agreed that the trustee under this deed 
of trust is, and shall be, entitled to reasonable compensation for all 
services rendered hereunder, or in connection with the trust, which com- 
pensation, together with any and all necessary and reasonable expenses, 
charges, counsel fees and other disbursements incurred by the trustee 
in the discharge of his duties as such, shall be paid by the company or 
out of the trust estate upon which they are hereby made a lien and charge 
superior and prior to those of the bonds secured hereby. 

The trustee shall be protected in acting upon any resolution, notice, 
request, consent, certificate, affidavit, voucher, bond or other paper or 
document believed by it to be genuine and to have been passed or signed 
by the proper party. 


—" 
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Every trustee hereunder may at any time resign from the trust by 
mailing at least sixty days before such resignation shall take effect a 
duly addressed notice in writing to that effect to the company and to all 
bondholders who may be known to the trustee to be such and whose 
addresses shall likewise be known to it. 


Duties of Trustee.—As already indicated, the procedure begins 
with the submission by counsel for the debtor company of a 
draft of the proposed trust deed. This is carefully examined by 
counsel for the trustee, and usually numerous changes and addi- 
tions to the instrument are insisted upon by the latter, in order 
to make the form satisfactory. When in final form, the debtor 
company executes the trust deed by the affixing of its corporate 
seal and by the signatures of its proper officers, which must be 
duly acknowledged. It is then delivered to the trustee, and simi- 
larly executed in its behalf, and then filed for record. The 
document may be executed in duplicate. If it is to be filed in 
several counties or states, more copies may be required. Mean- 
time the bonds are sealed and signed by the proper officers of the 
debtor corporation and delivered to the trustee, by whom they 
are counted and carefully examined to see that all are properly pre- 
pared, numbered and executed and that interest coupons attached 
are properly numbered to correspond with the bonds. Record 
is made on the trustee’s books of the trust deed and of the bonds 
received.! 

When all is ready, the trustee performs its first duty under the 
trusteeship, the authentication of the bonds. By authenticating 
the bonds the trustee certifies to purchasers that each is one of the 
bonds described in the deed of trust, to which reference is made in 
the body of the bond. The trustee may not authenticate bonds 
to an amount greater than the authorized issue. The form of the 
trustee’s certificate varies somewhat, according to personal 
preferences. The following is a common form: 


It is hereby certified that this bond is one of the series of bonds mentioned 
and described in the mortgage or deed of trust therein referred to. 

The Blank Trust Company, Trustee, 

Teak s siaasah fs ng  OCROORny: 


1 For the forms and records used in bond trusts, and further description 
of duties, see pages 57-69, 90, 91, 122, 146-152. 
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When the bonds have been authenticated they are ready for 
delivery. The tzust deed should state to whom the bonds shall 
be delivered, and the trustee follows such instructions to the 
letter, taking proper receipts. In some cases the entire issue is 
delivered at once. Frequently, however, deliveries are made in 
instalments, periodically or in compliance with stated require- 
ments. Portions of an issue are often to be held for the redemp- 
tion of underlying issues. Sometimes portions are to be issued 
for additions or improvements to the mortgaged property. In 
railroad mortgages, deliveries of bonds are often to be made as 
each unit of construction is completed. In all such cases the 
trust deed should state specifically upon what authority and on 
what evidence the bonds are to be issued. 

The duties of the trustee after the authentication and delivery 
of bonds vary greatly. Usually the duties are numerous, though, 
if no default occurs, it is possible for them to be relatively light. 
In any event, it is the duty of the trustee to see that the terms of 
the mortgage are carried out. Although appointed and paid by 
the debtor corporation, the trustee is primarily the representative 
of the bondholders, whose interests it is to protect. The trustee 
sees that interest and principal are paid when due, and that funds 
belonging to the bondholders are not dissipated; and should keep 
reasonably informed as to the physical condition of the mort- 
gaged property. In cases of collateral trust bond issues, or in 
cases where the deed of trust pledges securities in addition to real 
estate, the trustee may have various duties in connection with 
such securities, including the clipping and delivery of coupons, 
substitutions of securities and so on. New and unforeseen 
problems may confront the trustee at any time. Before accept- 
ing any trusteeship, it should see that its powers and responsi- 
bilities are very clearly defined. In doubtful cases, advice of 
counsel should be had. 

Sinking Fund.—Usually the trustee has the custody and 
management of the sinking fund. Such fund is created for the 
purpose of redeeming bonds at maturity or prior to maturity, 
according to plans laid down in the trust deed. Conditions 
under which payments to the fund are to be made vary widely. 
Sometimes the debtor corporation is obligated to pay a stated 
amount into the fund each year or half year; sometimes it is to 
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pay a certain percentage of the outstanding bonds. Where the 
property is subject to depletion, the sinking fund payment is 
usually determined on that basis, as when coal-mining companies 
pay a fixed amount on each ton mined or timber companies pay 
on the basis of timber cut. 

The use of the sinking fund also varies. Sometimes a certain 
number of bonds are to be retired each year, as may be provided 
in the trust deed. Sometimes the bonds to be retired are selected 
by lot and made known by advertisement in papers. Offers 
of bonds at or below a stated price may be asked for, or bonds 
may be purchased in the open market. Whatever the plan, 
it usually involves considerable work and responsibility for 
the trustee. 

Registration.—The trustee is charged with the duty of registra- 
tion of bonds, if provided for in the trust deed. Often coupon 
bonds may be exchanged for registered bonds and exchange of 
registered bonds back into coupon bonds is authorized. 

Other Duties.—In case of loss by fire, the trustee collects the 
insurance and sees that the funds are used for replacement or 
otherwise according to the provisions of the trust deed. 

Frequently, the trustee is called upon to release from the lien of. 
the mortgage certain property for which a sale has been arranged. 
The trustee must satisfy itself that the procedure does not impair 
the security of the bondholders. 

The call of bonds for payment before maturity imposes added 
duties upon the trustee. 

The trustee may also act as fiscal agent for the payment of 
coupons and of interest on registered bonds. 

Default.—If the trust deed is properly drawn, it will show what 
the trustee is to do in case of default. Usually, the trustee need 
take no action until called upon to act by a stated amount of 
bondholders, who provide indemnity satisfactory to the trustee; 
but, on the other hand, the trustee usually has the right to take 
over the management of the business if it sees fit. Sometimes a 
foreclosure results quickly, but more commonly a_ bondholders’ 
protective committee is formed, for which the trustee may act as 
depositary. In case the necessity of foreclosure becomes evident, 
the trustee brings action for foreclosure and from the net pro- 
ceeds of the sale makes payment to bondholders pro rata. 
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Maturity—Upon maturity of the issue, the normal procedure 
is for the trustee to receive from the debtor corporation the funds 
with which to pay the bonds. The trustee then pays the bonds 
as presented, after due examination of each. Frequently, some 
of the bondholders fail to present their bonds at maturity and 
sometimes a few bonds may be outstanding for years thereafter. 
The trustee must hold the funds until the bonds are presented. 

Each bond is canceled as itis paid. When all are paid, or when 
a considerable number of paid bonds has accumulated, they are 
usually burned to ashes, unless the requirement is that the bonds 
be canceled by a state official at the time of filing the release 
of mortgage. Bonds should be cremated in the presence of 
representatives of both the trustee and the debtor corporation. 
These representatives, one of whom is usually an officer of the 
trustee, sign a ‘‘cremation”’ or ‘‘incineration”’ certificate, which 
may be in the following form: 


This is to certify that we have this day destroyed by fire and burned to 
ashes the following described canceled bonds: 
(Name of corporation) 
(Name of bonds) 
(Maturity) 
(Numbers's2.. 24.2 eee ) 
(Signatures) 
Date 
(Witnesses) 


After the trustee has received cash in full payment of the bonds, 
it may execute, and, in states where laws permit filing without 
presenting bonds, it may file for record a satisfaction of the 
mortgage, in all offices where the mortgage was recorded. Where 
the laws require the bonds to be produced, the filing of release is 
delayed until the bonds are paid. If the trustee holds securities 
and property other than real estate, the securities, ete., are 
returned to the corporation. The trusteeship is then terminated, 
except for payment of bonds which have not been presented, for 
which the trustee must retain funds. 


Suggestions for Reading 


Bowen, CuHarues H.: “Working Conditions under Modern Corporate 
Mortgages,’ Proceedings Departmental Conferences, American 
Institute of Banking, 1924, p. 708. (See also Discussion following.) 
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CHAPTER XVIII 
OTHER SERVICES FOR CORPORATIONS 


The variety of services which trust departments of banks and 
trust companies are called upon to perform for corporations, as 
well as for individuals, is increasing each year. In this chapter 
it is proposed to treat briefly of afew of the more common services 
performed for corporations other than those already described. 


FISCAL AGENT 


Fiscal agencies for the payment of coupons and the payment of 
interest on registered bonds are usually held by the same compa- 
nies which act as trustees for the bond issues involved, and fiscal 
agencies for the payment of dividends are usually held by the 
same companies which act as transfers agents for the stocks 
involved. These agencies are not, however, direct duties of 
trustees and of transfer agents, and are sometimes entrusted 
to other banks or trust companies than those which act in those 
capacities. They may, therefore, properly be discussed as 
separate functions, and, in fact, in the larger banks and trust 
companies are usually performed by separate fiscal agency depart- 
ments or divisions. 

Coupons.— Interest on outstanding bonded indebtedness in this 
country amounts to hundreds of millions of dollars each year. 
All but a small fraction of the total is paid through coupons, or 
separate notes for interest, which are attached to bonds and are to 
be cut off and collected as they mature. The volume of coupons 
handled by the larger fiscal agencies requires a large force of trained 
employees. Coupon payments on a given issue of bonds usually 
mature twice each year, or every six months. In most cases the 
due dates fall on the first day of certain months, though many 
fall due on the fifteenth day, and some on the tenth, twentieth or 
twenty-fifth. All months of the year are represented, but 
January and July maturities exceed all the others. Conse- 
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quently, there is great congestion in this department at certain 
seasons. 
The usual form of coupon reads as follows: 


$25.00 No. 7 

On the first day of July, 1926, the Union Company will pay the bearer 
Twenty-five Dollars ($25.00) in gold coin of the United States, at the 
office of the Blank Trust Company in the City of New York, being six 
months’ interest then due upon its First Mortgage Five Per Cent Gold 
Bond No. 218. 

Not due if bond redeemed or called for previous redemption. 

(Signature) 
Treasurer. 


It will be noted that, in addition to the name of the obligor, the 
name of the paying agent, the maturity date of the coupon and 
the amount of interest due, the coupon shows the name of the 
issue of bonds (which is necessary because the corporation may 
have several issues outstanding), the number of the bond to which 
the coupon is attached and the serial number of the coupon, the 
coupons being numbered consecutively in the order of their 
maturity. All of this information is necessary to enable the 
paying agent to identify the coupon properly. It will also be 
noted that the coupon is payable to bearer and is highly negotiable. 

Shortly before each coupon date, the debtor corporation depos- 
its with the fiscal agent the total amount of interest then due 
upon all of its outstanding bonds. On the due date, the coupons 
come in from various sources—by mail, from other banks, from 
the various operating departments of the fiscal agent itself and 
directly over the counter of the coupon clerk. They must be 
sorted by name of obligor, by name of bond and by due date, as 
in a large department a number of issues are handled, and cou- 
pons received on a given day may be cut from many different issues 
and bear due dates prior to the current due date—and sometimes 
subsequent to it. 

Before paying coupons the coupon teller must observe and have 
in mind a number of things. He must, of course, know for what 
issues his company is paying agent, and whether or not funds 
have been received with which to pay the maturities presented. 
He must note the maturity of each coupon and see that the 
coupon is due, must see that its amount is correct according to 
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specifications, must know that the serial number of the coupon is 
correct and that the bond number is shown and that this particular 
bond has not previously been called forredemption. He must see 
that no stop payment has been placed against the coupon. He 
must see that the ownership certificate, complete in detail, is 
attached. He must, of course, count the coupons in each batch 
and verify their total in dollars. If the coupons are in an enve- 
lope he proves the total on it. He must also be on constant 
watch for possible forgeries. All these duties manifestly require 
careful and skilful work and a great amount of detail, which is 
made more difficult by the small size and fine print of the coupons. 

After thorough examination coupons which are found regular in 
all respects are paid, preferably by check, but by cashwhen 
necessary. Coupons which cannot be paid because they are not 
yet due, because their bonds have been called for redemption, 
because payment has been stopped or because funds for payment 
are not on hand are returned to the persons who presented them. 

After payment the entries are made in the records! and the 
coupons are canceled by punching holes in them. The canceled 
coupons are sorted, in order to group together those of each matu- 
rity on each issue of bonds, and are then done up in bundles. 
They are delivered to their issuing corporations at such periods 
as circumstances require—in active issues once or twice each 
month—with statements showing the cash received on the 
account, the value of coupons paid and the cash balance remain- 
ing in the account. It is a common practice to make a recount of 
the canceled coupons before returning them, as a final precaution 
against error. 

Interest on Registered Bonds.—For payment of interest on 
registered bonds, the fiscal agent is supplied with funds for the 
payment of such interest, and at due date it sends checks for the 
amounts due to each registered bondholder. If it is not itself 
acting as registrar of the bonds, the fiscal agent must be supplied 
with a list of the registered bondholders, with their holdings and 
addresses. Ownership certificates must be filed in accordance 
with the income tax law. 

Payment of Bonds.—Fiscal agencies for the payment of matur- 
ing bonds or of bonds called for payment are usually held in 


1See Forms 54-56, 90. 
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connection with trusteeships of the bond issues. On straight 
maturities the work consists simply of paying bonds presented, 
after having been satisfied of their genuineness, from funds 
supplied by the obligor. The same is true of bonds called for 
payment before maturity from funds other than those in sinking 
funds, except that the fiscal agent may be called upon to advertise 
the call. Payments from sinking funds may involve a number of 
duties, depending upon the procedure detailed in the deed of 
trust. 

Payment of Dividends.— Many large corporations find it both 
convenient and economical to appoint a bank or trust company as 
fiscal agent for the payment of dividends. The appointment is 
often held in connection with a transfer agency. In such case 
the list of stockholders—names, addresses and holdings—is 
already in possession of the fiscal agent. If another institution 
is appointed fiscal agent, it must be furnished with such a list by 
the transfer agent—or by the issuing corporation itself if it has 
no transfer agent. 

The fiscal agent is advised of the rate of the dividend and 
of the date when payable and is supplied with funds for payment. 
Its work involves the computation of dividends due each stock- 
holder and the preparation and the mailing of checks. The 
dividend check sometimes contains full information showing that 
it is in payment of a dividend at a stated rate declared for a 
certain date by the company named; if not, there is enclosed with 
the check a printed slip giving this information. 

The preparation and the mailing of checks for a large dividend 
list involve a great deal of work which must be done in a short 
time. The lists cover a number of separate sheets, which are 
distributed to clerks who are also supplied with loose but num- 
bered checks. The mailing process is sometimes facilitated by 
the use of ‘‘outlook”’ envelopes, so that the name and address on 
the check or printed notice shows through the envelope after the 
enclosure is made. In other cases addressing machines are used, 
the envelopes being printed from stencils which, for the larger 
part of the list, remain unchanged from one dividend date to the 
next. They are kept up to date by making the required changes 
as notice is received. Where neither of these plans is used and 
the envelopes are addressed by hand or typewriter, much of the 
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work may be done in advance during slack times between 
dividends. 

Secretary-treasurer.—Trust departments may be called upon 
to perform duties which normally devolve upon the secretary 
or treasurer of a corporation, and in some cases have acted as 
treasurers of corporations. The secretarial duties most com- 
monly delegated are the publishing and mailing of notices of 
meetings, the custody of corporate papers and documents, the 
maintaining of minute books and the maintaining of stockholders’ 
records and stock certificate books. 

When acting for the treasurer, trust departments collect 
amounts due to the corporation and receipt for them, attend to 
the payment of obligations, prepare and file tax returns and 
maintain financial records. They also undertake the custody 
and care of securities, either to the full extent described under 
Care of Securities in Chap. XV, or to such extent as may be 
desired. 

DEPOSITARY 


Because of their accessibility, their responsibility and their 
facilities for handling the work, banks and trust companies are 
regularly selected as depositaries under all kinds of agreements 
with reference to corporate matters. 

Reorganizations——When a corporation gets into financial 
difficulty too serious to be overcome by ordinary procedure, it is 
often desirable for its various security holders to band together 
for the protection of their interests, to avoid a receivership or 
in some cases to lift a receivership already established. In such 
cases the first step is the organization of one or more protective 
committees. If the corporation be a large one, with several 
classes of obligations outstanding, there may be a first mortgage 
bondholders’ protective committee, one or more junior lien 
bondholders’ committees, a creditors’ committee, a preferred 
stockholders’ committee and sometimes a common stockholders’ 
committee. Each committee draws up a deposit agreement 
asking security holders of its class to deposit their securities with 
a certain depositary under the agreement, so that the committee 
may be assured of acting as representative of a sufficient amount 
of the securities. As the securities are deposited, the depositary 
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usually issues temporary receipts, subject to examination of the 
securities, which receipts are to be exchanged within ten days or 
two weeks for formal and transferable certificates of deposit. 
In the meantime the depositary records the name and the address 
of each depositor, the securities deposited by each and the 
number of the certificate of deposit issued to each.! 

When enough securities have been deposited to justify the 
committee in feeling that it is a representative body, it meets 
with the other committees, if any, and usually with the officers of 
the corporation, to consider plans in the light of information 
which has been accumulated. At this point a reorganization 
committee is generally formed, with representatives from the 
various committees, which in due time submits a plan of reorgani- 
zation. After this plan has been approved by all the committees 
it is submitted to the security holders, each of whom within a 
stated time may file his assent to the plan or may withdraw his 
securities upon presentation of his certificate of deposit and the 
payment of his share of the expenses of the committee. 

If sufficient assents are received and the plan is declared opera- 
tive, the new securities called for under the plan are delivered to 
the depositary. The depositary then issues the new securities, 
according to the terms of the plan, to the holders of the out- 
standing certificates of deposit of the old securities. The details 
of the exchanges of securities are, of course, different in each 
reorganization agreement. In some cases the duties of the depos- 
itary are very complicated. In the exchange a depositor may be 
allotted some bonds, some income bonds and some stock. He 
may, particularly if he was a stockholder, be required to pay an 
assessment. 

Voting Trusts.—A voting trust is a device by which the control 
of the affairs of a corporation is vested, for a limited time, in 
a committee known as the voting trustees. The purpose is to 
assure control for the time specified in the agreement by a group 
of men chosen either because of confidence in their integrity and 
their special ability to direct the affairs of the corporation wisely, 
or because they are known to stand for a particular policy which 
it is desired to carry out. Voting trusts are sometimes formed by 
stockholders of a prosperous corporation for no other purpose 

1 See Forms 43 to 46 inclusive. 
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than to insure the continuance of the present management. 
Sometimes they are formed in the hope that the voting trustees 
will so manage affairs as to better the condition of a corporation 
which has not been prosperous, reorganize it if necessary and 
prevent a receivership. Frequently, they are formed at the time 
when a reorganization plan goes into effect, in order to guarantee 
a continuity of good management for the reorganized corpora- 
tion during the reconstruction period. Often they are formed on 
the demand of bondholders who are willing to substitute a voting 
trusteeship for a threatened receivership, foreclosure or reorgani- 
zation. The confidence bred by a certainty that the affairs of 
the corporation will be directed by men of known ability strength- 
ens its credit and may be the means of placing a solvent but 
involved concern back on its feet. If new bonds or other securi- 
ties are to be issued, such a plan may be a prerequisite to their 
ready sale. 

When a voting trust is proposed the first step is the drawing 
up of an agreement setting forth the reasons for the step and the 
terms of the trust and designating the voting trustees and the 
depositary. Each stockholder is then invited to deposit his 
stock, in negotiable form, under the agreement, and those who 
do so thereby become parties to the agreement. At least a 
majority of the stock must be deposited to make the agreement 
effective, and in practice most of it is deposited. Under the laws 
of New York the term of a voting trust was formerly limited to 
five years, but has been changed to ten years. Five years has in 
the past been the usual life of such agreements, though there 
have been instances in which the terms were seven, eight, ten 
and fifteen years. 

In lieu of the stock certificates deposited there is issued to 
each stockholder a voting trust certificate, which briefly outlines 
the terms of the trust and entitles the holder to all rights in the 
stock except that of voting. The stock certificates are usually 
transferred into the names of the voting trustees. The voting 
trust certificates may be assigned and transferred, during the life 
of the trust, in the same way as stock certificates, but subject to 
conditions of the agreement. 

When the trusteeship has terminated, either by limitation or 
upon its dissolution by the voting trustees, the depositary calls 
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in the voting trust certificates and replaces them by new stock 
certificates. 

Escrows.—While escrows are handled quite as frequently for 
individuals as for corporations, the subject is treated here for 
convenience. An escrow is an arrangement under which each 
party to an agreement places his property or documents in the 
hands of a depositary, to be legally delivered to the other party 
or parties only upon their compliance with stated conditions. 
The simplest and probably the most common form of escrow 
occurs in connection with the purchase of real estate. The pur- 
chaser is unwilling to deliver the purchase price until a search of 
the title has demonstrated that, upon completion of the contract, 
he will have a satisfactory title to the property. On the other 
hand, the seller is not willing to proceed with the agreement 
without being assured that the money will be forthcoming when 
he has performed his part of the contract. The parties to the 
contract therefore deliver the deed and the cash and such other 
instruments as may be involved to a third party—the depositary 
under the escrow—with written instructions to deliver them when 
and if specified conditions have been met. 

In accepting appointment as depositary under escrow agree- 
ments the most essential thing is to guard against any uncertainty 
as to the conditions under which deposited property is to be 
delivered. The agreement should state specifically not only the 
conditions under which property is to be delivered, but also the 
proof which the depositary is to accept that those conditions 
have been fulfilled. No responsibility should rest upon the 
depositary other than that of faithfully carrying out definite 
instructions. It should not let itself be placed in the position of 
judge or arbiter between the parties, not only because of the legal 
responsibility involved, but also on account of the ill will some- 
times engendered. The agreement should also show definitely 
what constitutes a default in the terms of the contract, and what 
is to be done with the property held in escrow in case of default. 


SUNDRY AGENCIES 


Trust departments are called upon to act as liquidating agents 
for corporations which have decided to discontinue business. 
The duties consist of disposing of the assets on as favorable terms 
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as possible, paying the debts and the liquidating costs and dis- 
tributing the balance to the stockholders upon surrender of their 
certificates. 

In agencies for the receipt of subscriptions to stock the duties 
consist of receiving the subscriptions, collecting payments, 
turning the proceeds over to the corporation and rendering finan- 
cial statements and lists of subscriptions paid. The issuance of 
stock certificates upon full payment of subscriptions may or 
may not be included in the agreement. 

Trust departments are used as depositaries or agents by 
corporations which plan to increase or decrease outstanding 
stock or make other changes in outstanding securities, such as the 
redemption of preferred stock, the extension of the maturity of 
obligations, ete. 

Under consolidation or merger agreements the depositary 
issues its certificates of deposit in exchange for the certificates 
of stock of the various issues of the merging companies, and 
when the consolidation is operative delivers the various classes of 
securities of the new corporation upon surrender of the certificates 
of deposit. 
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CHAPTER XIX 
COMMUNITY TRUSTS 


As civilization grows more complex the difficulties attending 
the wise choice of objects of philanthropy and the efficient 
administration of funds left for such purposes are steadily 
increasing. Not all gifts and bequests made for charitable 
purposes result in real benefit to the recipients and to the com- 
munity. Because the objects or the methods are not wisely 
chosen, some of them finally do more harm than good, notwith- 
standing the excellent intentions of the donors. Others render 
valuable service for a time but finally fail because the purposes 
to which they were to be devoted in perpetuity have become 
obsolete or harmful. Still others after a time cease to function 
because the funds have been dissipated. 

Past Experience.—While some of the difficulties to be over- 
come in the wise distribution of charitable gifts may be deter- 
mined by a priori reasoning, the best guide is the experience of 
the past, »hose records show the mistakes which have been made 
by even the wisest and best intentioned givers. 

England.—During the past few centuries a great many trusts 
having fixed objects have been created in England. Their 
number was estimated some years ago by one authority at over 
forty thousand. Practically none of them accomplished for any 
considerable time the objects the donors had in mind, and a large 
number became useless or positively harmful in their effects, 
necessitating action by Parliament in many cases, under the 
cy pres doctrine, to divert the funds to useful charitable purposes. 

A very large percentage of the endowments in time became 
abortive because the objects or purposes for which they were 
created ceased to exist. In 1626 a foundation was provided to 
redeem captives from pirates—but since 1723 no captive has been 
found upon which it could be spent. Many leprosy hospitals 
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were established and endowed—but the advance of medical 
science rendered them useless. Endowments to aid persons 
imprisoned for debt ceased to have value when imprisonment 
for debt was abolished. When machine production became 
general, an endowment which had been established to teach 
children to card, spin and knit could no longer be applied to its 
specified purpose. A parish once having a large population 
was supplied with an endowment to provide for the care of the 
poor. In 1877 its population had dwindled to forty-six, only 
five of whom slept within the parish, and none of whom were 
poor. A church in Canterbury received an endowment to pay 
for reading the ritual in French. When the French parishioners 
all moved away the congregation was paid to listen to what it 
could not understand. In 1860 it was estimated that £50,000 a 
year were spent from endowments provided for the aid of appren- 
tices, notwithstanding the fact that the practice of apprentice- 
ship had practically ceased. 

Numerous foundations were made to promote the teaching 
and maintaining of prescribed opinions, mainly theological. 
Many of them dictated very minutely the tenets to be taught 
and believed. 

Many foundations were the results of vanity and the desire for 
posthumous fame. In 1679 the will of Henry Greene left funds to 
provide four poor women with green waistcoats lined with 
green galloon lace on December 21 each year. A few years later 
Thomas Gray provided for the annual purchase of grey suits for 
poor men and women. In 1820 Elizabeth Townsend left funds 
to certain churches on condition that an anthem composed by 
one of her relatives should be sung once a year. 

Aside from the waste of funds, perhaps the most unhappy 
results of unwisely directed endowments have been found to be 
connected with the indiscriminate giving of alms. The Charity 
Commissioners reported: 


We met with charitable foundations everywhere in old urban districts; 
and everywhere found their operation and tendency to be to create the 
misery they were intended to relieve, whilst they did not relieve all the 
misery they created . . . In Spitalsfields they created a population 
born in charity, nursed in charity, fed in charity its life long, doctored in 
charity, and, after a wretched life, buried in charity. 
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The evils connected with the numerous English endowments, 
the flagrant abuses, the perversion of charitable funds, attracted 
the attention of public men, among whom was Lord Brougham. 
Early in the nineteenth century he began a campaign for reform 
which lasted for years, enlisted the services of others, resulted in 
a series of Parliamentary inquiries and finally brought definite 
action on the part of Parliament to divert funds in useless and 
harmful foundations to serviceable purposes. The following 
are representative conclusions following the investigations: 


Mr. Gladstone: Endowed charities often spring from mere vanity 
and seldom from self-sacrifice. The great majority of them were 
created, not during the creator’s life, but by his will . . . The only 
true “‘charities” are those which a man gives out of money which he 
might have spent upon himself .. . Poverty is thus not only 
collected but created in the very neighborhood whence the benevolent 
founders have manifestly expected to make it disappear. 

Mr. Hare: There seems to be a general concurrence of nearly all 
who have considered the subject, that, whatever the value or utility of 
endowments at the time of their creation, the watchful eye of some 
independent authority is always necessary to prevent their mischief and 
abuse. We are taught by the universal history of endowments that 
their administration has never corresponded with the original design. 

Mr. Kenny: By a strange but familiar tendency of human nature, 
the trustee comes to regard his trust as his property, and the beneficiary 
comes to regard his alms as his right. The Foundation gathers abuses 
as a seaweed gathers damp. The carelessness of today becomes the 
habit of tomorrow. Ill-timed parsimony creates a nuisance; ill-timed 
liberality degenerates into a job. 


After a thorough study of the whole subject, Frederick H. Goff, 
the founder of the first community trust, stated: 


We are compelled to concede that many endowed charities are, by 
their very constitution, injurious; that others, by various social changes, 
have ultimately been rendered injurious, and that, even in the best, 
there is an inherent tendency to become worthless.! 


America.—Although America is a young country, it is old 
enough to have accumulated numerous instances of charitable 
endowments which have failed of their purposes. There are still 


1 Address on ‘‘The Dead Hand” before the New York Association of 
Trust Companies, May 24, 1921. Most of the above discussion is adapted 
from this address. 
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in existence trusts which were created to assist fugitive slaves. 
Benjamin Franklin left a fund for the benefit of a certain type of 
artisans who were numerous and worthy in his day, but do not 
exist now. A St. Louis trust company still holds a large sum in 
the Mullanphey Fund, established in 1851 to assist worthy immi- 
grants in their hazardous journeys across the “Great American 
Desert.’”? Within very recent years a foundation to maintain 
schools for industrial education became unnecessary when the 
public schools inaugurated departments for that purpose. 

Rapid Changes.—The rapid changes which are taking place in 
modern civilization and manner of life increase the probability 
that endowments provided today for specific purposes may 
become useless within a very few years because of the obsolescence 
of the purposes. During the last three or four decades—within 
the memory of thousands of persons—the world has seen more 
changes of a fundamental nature than in as many centuries in 
any period in the past. These changes affect every phase of our 
lives, physical, industrial, social, economic, religious. Much 
more than heretofore is it dangerous to entrust plans for future 
benevolences to the blind guidance of the “‘dead hand.” 

Changes have also taken place in views as to benevolent and 
philanthropic enterprises, and progress in these matters has 
by no means been entirely lacking. For many years there has 
been a growing recognition of the needs of cooperation and careful 
investigation in such matters, of making a scientific study of the 
problems, of the wisdom of basing aid upon demonstrated need 
and of preferring measures of prevention to those of temporary 
remedy. Our boards of health, housing commissions, associated 
charities, college settlements, juvenile courts and other public 
and private cooperative agencies all mark distinct advances over 
previous methods. The Russell Sage Foundation and those of 
Carnegie, Rockefeller and some others are based upon broad and 
constructive lines. 

The Problem.—The problem, as it seems to have worked itself 
out in the minds of those who have given careful study to the 
question, involves the following phases: 

1. A wise choice of the object or purposes of an endowment. 
In this there is manifest advantage in utilizing the advice of 
experts in philanthropic work. 
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2. Provision for the administration of the funds by, and aeccord- 
ing to the judgment of, persons living at the time the funds are 
distributed, instead of having the purpose of their administration 
fixed forever by the ‘‘dead hand”’ of the donor. 

3. Distribution of funds by a committee or group whose con- 
tinuous existence is provided for, but which shall not be a self- 
perpetuating body. 

4. Custody and investment of the principal funds by responsi- 
ble and capable trustees, whose standing is such as to guarantee 
the safety of the funds. 

5. Full publicity, and accountability. 


THE COMMUNITY TRUST 


A long and intensive study of the facts and considerations 
which are briefly outlined above, by Frederick H. Goff, a dis- 
tinguished lawyer and for some years prior to his death president 
of the Cleveland Trust Company, led him to formulate plans for, 
and establish, the first! community trust, known as the Cleveland 
Foundation. 

The Cleveland Foundation.—This was established on January 


2, 1914, by a resolution of the board of directors of the Cleveland 


Trust Company. This resolution recited that: 


The Company agrees to accept of such gifts, devises, and bequests as 
Trustee for the uses, purposes and with the powers and duties hereinafter 
set forth, all property so held to be known as constituting the Cleveland 
Foundation. 


When income shall become available it provides that: 


Such income, less proper charges and expenses, shall be annually 
devoted perpetually to charitable purposes, unless principal is distrib- 


! This statement is undoubtedly correct as to what is now known as the 
Community Trust or Community Foundation. Some of its essential 
principles have been involved in earlier endowments. Note the following 
extract from an article by John H. Wells, in Trust Companies, vol. 34, p. 625: 
“On March 28, 1814, Obadiah Brown, a well-known philanthropist of his 
day, wrote into his will a clause setting aside a liberal sum for such benevo- 
lent purposes as should be determined upon by trustees to whose manage- 
ment he committed the endowment. The trust, after more than a century, 
is still being faithfully and effectively administered, a monument to the 
vision and foresight of the donor. The Brown Trust in Providence is thought 
to be the first community trust to have been established in America.” 
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uted as hereinafter provided. Without limiting in any way the 
charitable purposes for which such income may be used, it shall be 
available for assisting charitable and educational institutions whether 
supported by private donations or public taxation, for promoting educa- 
tion, scientific research, for care of the sick, aged or helpless, to improve 
living conditions or to provide recreations for all classes, and for such 
other charitable purposes as will best make for the mental, moral and 
physical improvement of the inhabitants of the city of Cleveland as now 
or hereafter constituted, regardless of race, color or creed, according to 
the discretion of a majority in number of a committee to be constituted 
as hereinafter provided. 


Power is vested in the committee 


to use or distribute the net income when and as above provided, in such 
manner as will best accomplish the purpose expressed, according to 
their absolute discretion. 


It is provided that if donors to the fund indicate their desire as 
to the time when and purposes for which the principal or income 
or both of their contributions shall be used, 


The Trustee shall respect and be governed by the wishes as so 
expressed, but only in so far as the purposes indicated shall seem to the 
Trustee, under conditions as they may hereafter exist, wise and most 
widely beneficial, absolute discretion being vested in a majority of the 
then members of the Board of Directors of the Cleveland Trust 
Company to determine with respect thereto. 


The committee to distribute the income (and in certain cases 
the principal) of the trust is composed of five members, one 
appointed each year for a term of five years. Of these, two are 
selected by the trustee, one by the mayor of Cleveland, one by the 
probate judge of Cuyahoga County, and one by the presiding 
judge of the U. 8. District Court for the Northern District of 
Ohio. The members of this committee shall be 


residents of Cleveland, men or women interested in welfare work, 
possessing a knowledge of the civic, educational, physical and moral 
needs of the community; preferably but one, and in no event to exceed 
two members of said committee to belong to the same religious sect or 
denomination; those holding or seeking political office to be disqualified 
from service. 
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The chief executive officer of the committee is the Director 
of the Foundation, chosen by and responsible to the committee. 

Provision is made for an annual audit, by independent auditors, 
of the books both of the committee and of the trustee, and for 
publication in two Cleveland newspapers of a certified statement 
by the auditor, showing in detail the investments held in each 
separate trust constituting the Foundation, the amount of income 
received during the year and the purposes for which the income was 
used, and a classified statement of the expenses of the committee 
and of the trustee. The attorney-general of the state of Ohio or 
the law officer of the city of Cleveland is given the right at all 
reasonable times to inspect the books, vouchers and records of 
the trustee and the committee in any way pertaining to the 
Foundation. 

Growth of Idea.—The community trust idea spread rapidly 
and twelve more such trusts were established during the year 
1915. As of February 1, 1925, fifty-two community trusts had 
been established in the United States.! 

In their general features most of them are patterned after the 
Cleveland Foundation, but some differ radically in that they 
involve the principle of multiple trusteeship, that is, they have or 
permit the having of several trustees instead of only one. At the 
present time (February, 1925) about one dozen such trusts have 
multiple trustees, and there is an apparent tendency toward this 
plan, which, as compared with the single trustee plan, is more apt 
to enlist the active support of all the qualified banks and trust 
companies of a community. 

Community trusts differ considerably as to the territory 
within which their benefactions may be distributed. In some 
cases the distribution is limited to the city or county in which the 
office of the trust is located; in others it is limited to the state; 
while in some cases no limit is prescribed. 

New York.—The plan of the New York Community Trust, 
established in February, 1920, is an instance of the principle of 
multiple trustees in such trusts. Under reasonable restrictions 
any bank or trust company in the city having trust powers, by 
the adoption of the common resolution and declaration, and the 
affirmative vote of the existing group of trustees, may become a 


' See complete list of community trusts, Appendix BF, p. 364. 
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trustee and receive bequests for the trust. Under this plan 
each bank or trust company holds and invests funds which 
have been entrusted to it by its clients for the Community 
Trust, and distributes the income to beneficiaries selected by the 
Distribution Committee. It thus has custody of both principal 
and income of its clients’ funds until their ultimate disbursement 
is made. 

This arrangement makes it necessary to have a trustees’ 
committee, which is composed of the president or some other 
executive officer of each company joining the group, to act in 
matters in which the trustees have a vote. 

The Distribution Committee consists of eleven members, with 
overlapping terms of office, of whom five are selected by the 
trustees, and one each by the president of the Chamber of Com- 
merce of the State of New York, the mayor of New York City, 
the president of New York Academy of Medicine, the president 
of the New York City Bar Association, the president of the 
board of trustees of the Brooklyn Institute of Arts and Sciences 
and the senior circuit judge of the U. 8. Circuit Court of Appeals 
for the Second District. 

The use of undesignated funds in the trust is not limited in any 
way, but may be given ‘“‘for the benefit of mankind without 
regard to race, color or creed’’ anywhere. 

Activities.— While some of the community trusts have received 
gifts from the living, reliance for large aggregate funds is placed 
upon the hope of numerous bequests by wills. Such funds, of 
course, are not to become available until the wills take effect. 
As a result of this condition, most of the trusts are, and for the 
first few years expect to be, supplied with only very limited funds. 
The Cleveland Foundation is reported to have more than one 
hundred million dollars bequeathed to it in wills, but its actual 
funds thus far are small. At the present time the Permanent 
Charity Fund of Boston is best supplied with funds, its annual 
report of June 30, 1924, showing principal on hand of $4,401,572, 
and funds disbursed during the fiscal year, $218,923. The finan- 
cial problem during the early years of a community trust is 
difficult. In some cases trustees have advanced limited amounts 
for expenses of organization. In Buffalo a sustaining member- 
ship was developed in order to carry on certain work until per-_ 
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manent funds become available. A number of community trusts 
have thus far been able to do no more than organize and place 
themselves in readiness to receive bequests. 

The activities undertaken by the different trusts have neces- 
sarily been affected by this situation; but a good deal of progress 
has been made. In most cities the first work undertaken has 
been a survey of the relief agencies, with the purpose of learning 
the needs of the situation, what is being done to meet them 
and wherein the community trust can be of most service. Several 
cities have also made careful surveys covering special matters of 
community interest. In Chicago such surveys have been made 
on Americanization, the Housing of Non-family Women, Prenatal 
Care, the Jail Situation in Cook County. Cleveland has con- 
ducted surveys of the Educational Situation, Recreations, the 
Administration of Criminal Justice. Other cities have made 
important investigations. 

The Permanent Charity Fund of Boston, which was organized 
while the World War was in progress, and which is obligated to 
distribute all of its income each year, adopted the distinctive 
policy of devoting all of its funds to actual and current charitable 
needs. This it has done by distributing its funds each year to 
the existing charitable agencies, of which Boston has a large 
number, choosing those which in the judgment of the committee 
were most needy and most useful, but with no obligation to 
repeat the gifts year by year. It has also initiated some new 
lines of endeavor, and has been instrumental in consolidating 
social and charitable organizations and eliminating duplication 
of effort. During the fiscal year 1923-1924 it distributed funds 
through 107 organizations. 

Some of the trusts have already received endowments to be 
used, for the present, for special purposes. Detroit has a $100,- 
000 Loan Fund for the physically handicapped, to be used espe- 
cially for ex-service men. The Rhode Island Foundation has a 
Scholarship Fund to aid worthy boys and girls to get high school 
educations. New York has present resources for the support of 
visiting nurses and for the making of certain scholastic awards. 
It has the custody of insurance policies for perhaps a dozen pur- 
poses, including the permanent fund for the support of the arbi- 
tration program of the Chamber of Commerce. 
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As funds become available to the different trusts the wise use 
of this income will doubtless depend to some extent on local 
conditions and problems, and will be a matter upon which there 
will be some differences of opinion. It may be expected, too, 
to be a matter of evolution, as experience demonstrates the 
wisdom or unwisdom of particular policies. The outstanding 
advantage of the community trust plan is that under such cir- 
cumstances the policies can be changed. For the present it has 
been wisely suggested that a sound basis for action for com- 
munity trusts is ‘‘to undertake the work which no other organiza- 
tion is in position to do—or at least to do as well.” 


Advantages.—The advantage to the community, the charities and the 
donors of the community trust plan may be briefly summarized as 
follows: 

1. The creation and development of a better community spirit and the 
carrying out of community purposes not otherwise possible. 

2. The preservation of the principal and the proper investment and 
reinvestment of the funds bequeathed by charitable donors through the 
security of the institutions acting as trustees. 

3. The ability of the trust through its broad powers, without 
unreasonable delay and expense, to divert to live charities funds left to 
an originally worthy but later obsolete philanthropy. 

4. The opportunity for men of small means with no direct descendants 
to make contributions to a common community fund. 

5. The opportunity for men of large means, after having cared for 
their own, to provide that a portion of their wealth or the residuum of 
their estates after the death of individual beneficiaries, shall remain 
intact, the income to be used for community purposes. 


Effect upon Trustees.—Banks and trust companies which act 
as trustees for community trusts perform a public service and 
at the same time benefit themselves in many ways. They are 
thereby placed in charge of permanent trusts upon which the 
customary fees, though not large, will provide steady and depend- 
able income. The movement may reasonably be expected to 


1 Quoted from an address before the New York State Bankers Association 
by Frank J. Parsons, who was instrumental in the organization of the New 
York Community Trust, was its first director and for several years has been 
Chairman of the Committee on Community Trusts of the Trust Company 
Division, American Bankers Association. The address is printed in full in 
Trust Companies, vol. 30, p. 560. 
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suggest trusts of other kinds, and there has already been noted 
in several cities a distinct stimulation of the trend toward 
corporate trusteeships. Perhaps the most important effect 
upon banks and trust companies in the long run will be that 
suggested by Newton D. Baker in the following words: 


Banking institutions have few opportunities to demonstrate sympathy 
with public service. Such a plan as has been devised here in my judg- 
ment will create a very much more wholesome attitude on the part of 
people at large toward banks and trust companies than any other single 
thing which it has been suggested that those banks can do. Imagine 
this community trust with two or three hundred million dollars available 
for expenditure; . . . imagine its deliberations and its proceedings 
and its awards being made public in this city, and the people of New 
York coming to realize that these trust companies, these money banks, 
actually have committees studying community needs and seeking to ally 
themselves to the most necessary things for the preservation of the vital- 
ity and the increase of the welfare and happiness of people of New York. 
Does it not, in the first place, give the banks a sense of public responsi- 
bility, and, in the second place, create, on the part of the clients of the 
bank, a sense of community cooperation, of sympathy with the common 
needs, which will be most wholesome for the relations of those institu- 
tions to the public?! 
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CHAPTER XX 
TRUST INVESTMENTS 


A fiduciary in charge of an estate for any considerable length of 
time has few duties, if any, more important than the proper 
investment of the funds entrusted to him. The investment of 
one’s own funds is a matter which calls for care and knowledge 
and judgment. The same qualities must be exercised in a 
greater degree when investing funds held in trust for another, for 
the responsibility is greater. 

The corporate fiduciary assumes a special responsibility 
in this matter. It makes a profession of the management of 
estates, and among other qualifications claimed it holds itself 
out as having superior facilities for the making and handling of 
investments. The decision to select a corporate fiduciary is 
often influenced or determined by this consideration. The pub- 
lic is justified in expecting on the part of the corporate fiduciary 
a reasonable degree of expertness, and nothing would militate 
more against the continued success and growth of the corporate 
fiduciary than a failure of trust departments to show faithfulness 
and intelligence in the care of trust investments. 

Differences in Trusts.—Responsibilities as to investments 
differ widely in various classes of trusts. Because they hold 
funds for limited periods only, executors and administrators 
rarely have occasion to make investments. Guardians are 
usually held by statute within very narrow investment limits. 
The investments which trustees may make are prescribed in 
detail in a few states, but in most states a few general directions 
only are given. In trusts created by private agreement specific 
directions regarding investments are sometimes included in the 
agreement, while in other cases the matter is left wholly to the 
discretion of the fiduciary. In living trusts the trustee sometimes 
makes investments only with the approval of the donor. 

The investment policy, therefore, will be determined in part 
by the nature of each particular trust. 
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Some General Rules.—There are wide differences in both 
statute law and court decisions in the various states relative to 
the investment of trust funds, and there is no definite code on 
the subject applicable throughout the country. The first duty 
of the fiduciary is to make a very thorough study of the statutes 
and court decisions in his own state. On matters not covered 
there he must get what light he can from a study of decisions 
in other states and from the common law. If still in doubt, in 
most states he may ask the court for instructions. 

Out of the body of court decisions on the subject, however, a 
few general principles have emerged which have been followed so 
generally that, subject to checking of court decisions in his own 
jurisdiction, they constitute reasonable guides for the fiduciary. 

Duty to Invest—It is universally held that a trustee is under 
duty to invest funds entrusted to him within a reasonable time, 
so as to make the trust estate produce an income. Allowing the 
funds to lie idle subjects him to liability for negligence. What 
constitutes a “reasonable time”? depends upon circumstances 
and upon the judgment of the court. It has been held to be 
eighteen months, six months, three months—and in two states a 
guardian must invest within thirty days. 

Fiduciary May Not Make a Profit—It is a well-established 
principle that the fiduciary may not make a profit from dealings 
with trust property, other than his lawful compensation. 

Must Not Mingle Funds.—A fiduciary must not mingle trust 
funds with his own funds. In most states, and under the provi- 
sions of the Federal Reserve Act relating to National banks 
having trust powers, corporate fiduciaries are specifically forbid- 
den to mingle trust funds either with their own funds or with 
those of other trusts. 

Must Follow Instrument.—If the trust was created by will or 
written agreement the fiduciary must be and remain familiar 
with the instrument creating the trust and must follow its instruc- 
tions faithfully. Any specific directions must be followed 
exactly as to time, manner and kind of investments. The fidu- 
ciary must keep within the powers given in the instrument. 

Must Follow Law.—The fiduciary must know the laws of his 
state, and where they are definite must follow them explicitly. 
Where they are general in their terms he must be familiar with 
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their interpretation by the courts. In some states the statutes 
prescribe the securities in which trust funds may be invested. 
In such cases the fiduciary invests in other securities at his risk. 
Sometimes an order of court is necessary before an investment 
may be made. 

Even when acting in good faith a fiduciary may be held liable 
for mistakes or improper investments due to a failure to observe 
the law or the terms of a trust agreement. 

Jurisdiction of Court.—It is a general rule, subject to some 
exceptions, that the fiduciary must not make investments which 
will remove trust property beyond the jurisdiction of the court 
which has supervision of the trust. The exceptions relate to 
eases in which either the local statutes or the terms of the trust 
instrument provide otherwise, or to cases in which such action 
is clearly necessary to save the estate from loss. 

Safety.—The prime consideration in making trust investments 
is the safety of the principal. This view is manifest from the 
nature of statutes on the subject, both general and specific, 
and from the tenor of court decisions. The fiduciary is not an 
insurer or guarantor of the investments made by him, but he is 
clearly under obligation to invest within the limits prescribed by 
law or by the terms of the trust instrument, and, lacking sufficient 
instructions from these sources, to invest in such securities as good 
and informed judgment would reasonably pronounce safe. 

The obtaining of a reasonable income is important, and the 
fiduciary should get the best return compatible with safety. 
Yet this is clearly secondary in importance to the safety of the 
principal. Neither the hope of larger income nor the hope of 
increase in principal justifies speculation or the making of invest- 
ments for uncertain and doubtful rises in markets. 

Liability.—The fiduciary is liable, first, to know and to follow 
faithfully any explicit instructions in the instrument creating the 
trust, and to keep within the powers granted by such instrument; 
second, to know and to follow explicit statutes and general rules 
of law in his state; and, third, in matters not covered by the 
instrument or the laws to exercise good faith and a reasonable 
degree of sound judgment. 

Some Special Problems.— Discretionary Powers.—Where under 
the terms of a will or of a trust instrument a fiduciary is given 
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discretionary powers in the making of investments, he must be on 
his guard against too liberal an interpretation of those powers. 
When construed by the courts, discretionary powers rarely prove 
to be as broad as a casual reading would seem to indicate. In 
fact, the courts have usually held that such powers expressed in 
general terms confer upon the fiduciary merely the right to exer- 
cise his discretion in choosing among the investments which are 
recognized in his jurisdiction as legal investments for trust funds. 
He is safe in investing in unauthorized securities only when 
definite and specific power to do so is conferred upon him.* 

Retaining Present Investments—The question of retaining 
investments made by the creator of the trust requires careful 
examination of state laws and decisions, since these differ widely. 
In some states the statutes and the decisions authorize the con- 
tinuance of such investments; in other states it has been decided 
that the fact that certain investments were made by the creator 
of the trust does not authorize their retention, and that it is the 
duty of the fiduciary to dispose of unauthorized investments and 
purchase legal investments. In states in which the law is 
indefinite in the matter, the safe thing seems to be to change all 
non-legal investments into legals; though it is held that the fact 
that a testator made certain investments will go far to justify 
a trustee in continuing them.’ 

Investment of Small Sums.—A troublesome problem is the 
investment of small sums or odd amounts. The problem 
is apt to arise in cases of small estates, in which the necessity is 
great of making all the funds produce as large an income as 
possible. 

The most common solution of this problem is to issue participa- 
ting certificates in a mortgage or group of mortgages. This 
plan permits the investment at once of small or odd amounts in 
a kind of security which is generally recognized as proper and 
which pays a relatively good income. The question has been 
raised as to whether or not the courts may deem this plan a 
violation of the principle that funds of one trust must not be 


1See Brapy, Banking Law Journal, May, 1923, Par. 70, p. 307. 

2See McKinney, ‘‘Legal Investments for Trust Funds,” p. 1; Brapy, 
Banking Law Journal, October, 1923, Par. 82-88, p. 693; Perry on Trusts, 
Secs. 465, 466; Sirus, Trust Companies, vol. 39, p. 433. 
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mingled with those of other trusts or with the funds of the 
fiduciary. In a few states the plan is specifically authorized by 
the statutes. Some writers believe that the courts in other states 
would sustain the plan because of its manifest advantages and 
fairness, but others suggest caution.’ 

Statutes Regarding Investments.—In a majority of the states 
the statutes give only meager directions as to the investments 
which fiduciaries are authorized to make, though many of them 
contain certain prohibitions. In these states fiduciaries must get 
what light they can from court decisions, and where these are not 
sufficient must seek guidance from general rules of law and from 
rules in states where the laws are more specific. 

A few states, including California, Connecticut, Maryland, 
Massachusetts, New Hampshire and New York, have followed 
the example of the English Trust Investment Act in 1889, and 
describe in considerable detail the classes of securities in which 
fiduciaries may invest funds. A few other states provide less 
detailed general lists, while a number of states describe only the 
classes of public securities which may be purchased. 

New York.—In New York trustees or other persons holding 
trust funds for investment may invest them in the same kind of 
securities in which savings banks in the state are authorized to 
invest their deposits. These securities include the following: 

1. Obligations of the United States. 

2. Obligations of the state of New York. 

3. Bonds of other states of the United States and of the Terri- 
tory of Hawaii, upon which there has been no default within 
certain periods described in the statute. 

4. Bonds of any city, county, town, village, school district, 
union free school district or poor district in New York. 

5. Bonds of cities, towns, villages and counties in states adja- 
cent to New York, whose net debt is not in excess of 7 per cent of 
valuation. 

6. Bonds of cities in other states admitted to statehood prior 
to 1909, provided such cities have a population of 45,000 or more, 
have a net debt not exceeding 7 per cent of valuation, were incor- 
porated as cities at least twenty-five years before the making of 


See Suerarp, New Form of Share Mortgage Adaptable to Investment 
of Trust Funds, Trust Companies, vol. 38, p. 489. 
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the investment and have not defaulted in obligations for more 
than ninety days since 1878. 

7. Bonds and mortgages on unencumbered real estate in the 
state worth 50 per cent more than the amount loaned thereon. 

8. Bonds of the Land Bank of the State of New York and the 
Federal Land Bank of the First District. 

9. Bankers acceptances and bills of exchange eligible for pur- 
chase by the Federal Reserve Bank and accepted by a qualified 
bank or trust company whose principal place of business is in 
the state. 

10. Certain first mortgage railroad bonds. The statutes 
describe at length, under several classifications, the record which 
a railroad must have had as to earnings, dividends, payment of 
obligations and so forth, to make its bonds eligible for investment. 

Summary.—There are only three classes of investments which 
are legal for trust funds in all the states,! namely: 

1. United States government bonds. 

2. Bonds of the state and of counties in the state in which the 
trust is administered. 

3. First mortgages on real estate. Usually it is stipulated 
that these must be on improved property. The most common 
rule is that they may not exceed two-thirds the valuation of the 
property. In some cases the property must be worth double 
the loan. 

In most states, but not in all, investment is authorized in bonds 
of cities within the state, and in state bonds of other states. 

Investment in bonds of private corporations is specifically 
authorized in some states, but is specifically forbidden in two 
states. In some states it is permitted under the “‘ good-faith” rule. 

Most of the states forbid investment in the stocks of private 
corporations, but a few permit investment in certain classes of 
stocks. 

Investment in second mortgages is generally forbidden, as are 
also investments in trade or business and, with a few minor 
exceptions, in personal securities. 

It will be noted that nearly all of the states restrict investment 
of trust funds to a limited class of low-yielding securities. In 
view of the enormous growth of trust funds in recent years the 

1See McKinney, ‘Legal Investments for Trust Funds,” pp. 8-15. 
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difficulty of finding suitable investments within the limited field 
is serious. It is not strange that the lifting of some of the 
restrictions is urged from time to time. Such a procedure should 
be initiated and carried out with extreme caution, but in some 
states it would seem safe and desirable to extend the list of legal 
investments, and in many states the fiduciary is entitled to more 
definite legal guidance in the making of investments. Invest- 
ment conditions change from time to time, and it is proper that 
the laws should be kept reasonably up to date and place the 
fiduciary in position to give his trust the benefit of such classes of 
investments as experience has proved sound. 

Some Trust Investment Principles.—Officers in charge of 
trust investments, whether for living trusts or for trusts in which 
the fiduciary is primarily accountable to the court, should be 
thoroughly familiar with the principles of investment, a subject 
which is a big study in itself and can be treated here in bare out- 
line only. 

Intrinsic Merit—Each security should be studied as to its 
intrinsic merit. This involves consideration of the line of busi- 
ness, whether or not it is stable and whether the tendencies are 
towards growth or deterioration. No security should be con- 
sidered which is not well seasoned, since there is always some ele- 
ment of risk in a new enterprise. It should be known that the 
management is trustworthy, capable and experienced. 

The next step is a study of the financial structure of the com- 
pany, with a view to determining the safety of the principal of 
the proposed investment and the certainty of regular income. 
For this purpose the financial statements over a term of years 
should be studied comparatively. This will test the soundness of 
financial policy, the adequacy of capital, the margin of earnings 
over requirements in good years and bad, the progress or lack of 
progress that the company is making. Adequate information 
should be supplied, by appraisal or otherwise, as to the values of 
fixed investment. 

The specific security behind a bond issue should be examined 
as to its sufficiency, as to its importance relative to other property 
of the corporation, as to its earning capacity, as to the liens 
against it, if any, prior to that of the bonds under consideration. 
The legality of the issue should be established. 
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Emphasis should be placed upon earning capacity, present and 
prospective. As these lines are written a great railroad system is 
in receivership, not because its fixed property is not worth its 
book value on a replacement basis, but because it is utterly unable 
to earn the fixed charges on its investment. In fact, the value of a 
railroad property is determined by its earning capacity, without 
much regard to the actual cost of the property. The same thingis 
true of many public utilities, and of any property which can be 
used for no purpose other than that for which it was constructed. 

The marketability of the security should be considered. If it 
seems probable that the investment will be held to maturity, 
its marketability may, on first thought, seem of little conse- 
quence. But need of funds or advisability of changing the invest- 
ment may at some time make it necessary to sell, and then the 
element of marketability will be important. 

Income.—The investment should produce as large an income as 
possible without sacrificing the safety of the principal. This 
should be studied with reference to the actual income on purchase 
price as well as on the theoretical yield if held to maturity. If 
the safety of several investments offered is the same, of course 
preference should be given to that with the larger return. 

Taxes.—Careful attention must be given to the taxes—local, 
state and national—to which the trust will be subject on the 
investment. This must be studied in connection with the matter 
of income. Sometimes a lower yielding security, after the matter 
of taxes is considered, will produce a larger net return to the trust. 

Time to Buy—The major movements of security prices, follow- 
ing the swings of business cycles, must be understood and watched 
to determine the right time to purchase particular securities. 
Due to changes in demand and supply of money and credit, in 
interest rates, and so forth, prices of even the highest-grade 
securities undergo fluctuations over a series of years. It is mani- 
festly poor judgment to buy particular securities at the high point 
in their price cycle. It is possible to buy short-time securities 
when prices are high and convert them into long-time securities 
when prices are low. In other words, there are proper and 
improper times to buy certain securities. 

Diversification —It is a fundamental principle that there 
should be a good balance among the investments of a given estate. 
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This means that it should not have a relatively large amount in 
any one investment, and that the risk of large loss of income or 
principal should be lessened by a suitable diversification of 
investments. Diversification often helps also to obtain a larger 
total income with safety. Investments should be diversified 
as to (1) type of industry; (2) class of security; (3) geographical 
location; (4) individual companies. 

Needs of Estate-——The individual needs of the estate, and the 
conditions under which it is held, must be considered. A group of 
investments ideal for one estate may not be well adapted to the 
needs of another estate. Investments proper for a living trust 
on consultation with the donor might be entirely out of place 
for a testamentary trusteeship. 

Follow Investments.—When the funds of an estate have been 
placed in suitable investments, the investment work has been well 
begun, but it has not been finished. Placing the securities in 
safe deposit is not investment service. They must be given 
continuous supervision. Each must be watched for any indica- 
tion of weakness or deterioration, and, if such conditions develop, 
must be replaced by something else that is satisfactory. Changes 
in investment conditions should be studied for opportunities to 
switch investments so as to secure greater safety or larger yields. 

The fiduciary must keep informed as to developments regarding 
particular securities. He must know when bonds are called for 
redemption, when dividends on stocks are passed or reduced or 
increased, when receiverships develop or reorganizations are 
planned, and must take such action as occasion demands. 

Statistical Department.—In a small department having only 
a few securities to look after, it is conceivable that the officers, 
if qualified, may find time to do the work necessary to the proper 
following of securities. The larger companies have found it 
necessary, however, to put the detail of this work in the hands of 
officers or employees who make it a specialty and do nothing else. 
In some cases securities are followed by certain officers within 
the trust department, with a corps of assistants, sometimes using 
also the services of outside statistical agencies. But the practice 
of maintaining a statistical department, whose services are at the 
disposal of the trust officers, is becoming more common each 
year. 
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The statistical department is organized and equipped to gather 
and analyze information regarding all securities in which the 
bank or trust company is interested, including the company’s own 
investments, the collateral carried by the loan department and 
investments held for trusts. It is usually headed by a manager 
or assistant officer who is an expert in investment matters, with a 
corps of assistants, some of whom may be specialists in different 
classes of investments. 

The department is equipped with files on the companies in 
whose securities it is interested, with manuals of securities, with 
financial periodicals, with services giving daily news on invest- 
ment matters, with separate lists of dividends, bonds called for 
redemption, sinking fund notices and so forth, and often with 
tickers giving the news directly by wire. With its trained 
personnel and thorough equipment, the department is able to 
give expert service on trust investments. 

Detail of Work.—The following description! of the work done 
on securities of a new trust gives an idea of the care and detail 
involved in the proper supervision of trust investments: 


PROCESS OF A NEW TRUST! 


“First of all, the Department maintains a file on every company 
whose securities are held in the Trust Department. When a 
new trust comes in, whether a living trust or a trust created by 
will, a complete list of its securities goes to the Securities Analysis 
Division. There the securities are immediately classified as 
follows: 


Prime 
High-grade 
Medium 
Speculative 
Worthless 


1 Quoted by permission from an article on the Scientific Care of Trust 
Investments, by A. F. Young, Vice-President, the Guardian Trust Com- 
pany, Cleveland, whose company was one of the pioneers in developing this 
modern method of handling trust investments. Published in Trust Com- 
panies, vol. 37, p. 555, and reprinted in pamphlet form by the Guardian 
Trust Company. This company uses the name Securities Analysis Depart- 
ment instead of Statistical Department. 
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_ This classification fixes the degree of supervision which must 
be given to the securities, and determines the frequency of their 
review. The worthless securities are, of course, charged off. 
This set-up alone gives pretty fair protection if there were 
no other classification, but the work does not stop there. The 
securities are also classified and card-indexed as: 


Rubber 

. Steel and Iron 
Oils 

Rails 

. Public Utilities 
Banks 

Mining 

. Tobaccos 

. Miscellaneous 


WHO Ow 


2 


latter classification insures, for example, that general 
conditions affecting railroads will be applied to all of the securities 
of that class held by the Trust Department. 

If there are securities in the trust which have not theretofore 
been analyzed, information is at once gathered, and the files 
brought up to date on the issuing company. As the next step, 
acomplete layout of the trust is created similar to that illustrated 
in the table headed ‘Living Trust No. 1603.’ It will be noted 
that this is a complete picture of the estate. 

In this form, the Securities Analysis Division brings the trust 
to the Vice-President in charge of investments. By him it is 
taken to the Trust Investment Unit, so called, composed of the 
Vice-Presidents of the Trust Department, the Assistant Trust 
Officer in charge of the particular estate involved and three 
members of the Securities Analysis Division. Here the trust 
receives the application of the particular facts and conditions 
known only to the officer in direct charge of the trust. With 
this actual picture (as illustrated) of the condition of the estate 
before it, and with definite knowledge as to the beneficiaries of the 
and their needs, the status of the trust for taxation, the 
’s probable life and all the other intimate details, the Trust 
vestment Unit makes its findings. For example, the analysis 
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of a recent new trust showed distribution of risk of principal as 
follows: 

Bonds: 
Per Centr 
RD Ler, ree ee el. tree 7.3 
a a a ee Dat te Skis aw a 2.4 
ER ac ee  - 6.3 
ERE ER nN ot See le Scie 4.2 20.2 
Stocks 
Per Centr 
Eee te ee, ee ee ne tees 4.9 
MPT YRS ee tc Pe A eS ot OP me 5.0 
nares te yeetr i. Salt. Cer Ok Tit fet her crpss ste ba 19.4 
Marscellaneous Industrials... . ......6.:s0ceeveccceeecces 33.2 
SS ee eee ea ae eee ee ee 
MN a Ne hee ae os hh vist Sau enlaces 4.4 
Me Ne vers Pa atare cfacic av mmdero ee 9.0 79.8 
100 
And the recommendations of the Trust Investment Unit were 
that the trust officers should work toward an ultimate distribu- 
tion as follows: 
Per Cent Per Cent 
Mee cy i es ve. BO Realestate:. ica). Oe 
MIGRIDIDGL 0 v6 Lar Vass kee 
ner. « Cree eg SCI Ma ews ith Beets peeks Ovid ao Seeks 17 
OES, Vg. sk oie stave sas 8 OO Industrials. 2222.58: sae 2 ve BID 
Public-welities...o..2.s<«02.5 oS 
Wasa vcre eck lari 10 
100 


It was agreed of course, that this goal could be reached only 
over an extended period of time, and that sales and purchases 
should be made only at favorable opportunities. It must be 
understood also that the peculiar conditions of the trust influenced 
to some extent the conclusions as above. 

Having determined the general program to be followed with 
respect to the trust investments, the Trust Investment Unit makes 
its recommendations for immediate sales and purchases, if any. 

If, then, these general and specific recommendations of the 
Trust Investment Unit are approved, a work sheet is made 


312 TRUST DEPARTMENTS 


out which shows constantly just what progress is being made 
toward shifting the securities and reaching the ultimate goal 
of diversification, as prescribed by the Trust Investment Unit. 

The conclusions of the Trust Investment Unit are written into 
formal minutes which go to the Trust Committee, composed of 
seven members of the bank’s directorate, chosen because of 
special fitness in investment matters. There is thus laid before 
the Trust Committee the so-called picture of the trust and the 
action of the Trust Investment Unit (which, as pointed out, 
represents the recommendations of the trust officers and their 
analytical experts and their reasons therefor)—with these, together 
with detailed information on each security, brought to the meet- 
ing from the files of the Securities Analysis Division, and available 
for reference, if a director requests it, the Trust Committee, 
obviously, is enabled to perform its duties intelligently, accurately 
and quickly, and to reach a judgment based on fact, not on general 
knowledge, rumor or hearsay. The result is that the Trust Com- 
mittee is relieved of all details and its time is conserved for 
consideration of the larger questions of Trust Department policy. 
In turn, the action of the Trust Committee goes to the Executive 
Committee of the Board of Directors for approval. Thus, the 
securities in each trust must stand the acid test—Securities 
Analysis Division, Trust Investment Officer, Trust Investment 
Unit, Trust Committee, and Board of Directors. 


ContTINuous ANALYSIS 


But these initial examinations of securities do not mark the 
end of the activities of the Securities Analysis Division. Regu- 
larly, all investments are analyzed and recommendations for sale 
or exchange made; and each trust, as a whole, is periodically 
reviewed, according to its classification, in the same manner as 
at its inception. 

In the analyzing of investments, the Securities Analysis Divi- 
sion considers the history, line of business, location, manage- 
ment, past and present earnings, kinds and amounts of securities 
outstanding, and dividend record. It studies balance sheets, 
earnings reports and extensive statistical services. Interviews. 
with corporation officials are frequent. In fact, every possible 
effort is made to secure accurate information. 
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The elements which make for sound investments are kept in 
the foreground: safety of principal, certainty of income, market- 
ability, legality, diversification. Does the security assure safety 
of the investment and regular income as evidenced by assets, 
earnings over a period of years and good future prospects? 
Does the security have a wide and ready market? Are the secu- 
rities diversified so that any decline in market or earnings of one 
class will not endanger the estate? These are a few of the vital 
matters considered when the holdings of a trust are analyzed.”’ 


Suggestions for Reading 


Adjustment of Discounts on Trust Investments,’ Trust Companies, 
vol. 39, p. 711. (Facts and arguments in case before Supreme 
Court of California.) 

ANDERSON, ALDEN: ‘“‘The Management of Endowment Funds,” United 
States Investor, Feb. 2, 1924, p. 4. 

Bascock, Joseru N.: “Investments Legal for Trustees in the State of 
New York,” Trust Companies, vol. 39, p. 581. (Report of committee, 
suggesting additions to list.) 

Bastepo, Joun E.: ‘‘ Maintaining Earning Power of an Investment List,”’ 
Trust Companies, vol. 35, p. 35. 

Cautuaway, M. P.: ‘The Purchase, Sale and Exchange of Trust Invest- 
ments,’’ Proceedings Fourth Midwinter Conference Trust Companies 
of the United States, 1923, p. 98; also in Trust Companies, vol. 36, 
p. 317. 

Cuanvter, Leo S.: “Corporate Fiduciary Should Not Sell Its Own Securi- 
ties to Its Trusts for Investment,”’ Trust Companies, vol. 39, p. 77. 

Drake, C. E.: “Eternal Vigilance in Reviewing and Safeguarding Trust 
Securities,’’ Trust Companies, vol. 38, p. 671. 

Fennincer, Cart W.: “Investing Trust Funds,’’ Proceedings Fifth 
Midwinter Conference Trust Companies of the United States, 1924, 
p. 14. 

FLiemMinc, James: ‘Managing Businesses for Trusts,’’ Proceedings 
Departmental Conferences, American Institute of Banking, 1923, 
p. 320. 

Fraser, Harotp E.: “Safeguards in Selecting Trust Investments,” 
Bankers Monthly, Oct., 1923, p. 9. 

Jackson, A. A.: “Investment of Trust Funds in Stocks and Bonds,” 
Trust Companies, vol. 24, p. 463. 

*Kirksrivge, Sterretr and Wits: “The Modern Trust Company,” 
chap. XVI, p. 360, and chap. XI, p. 217. 

*Lorina, Aucustus Peasopy: ‘A Trustee’s Handbook,’”’ pp. 96 et seq. 

* Items thus marked are published books, which are more fully desenbed 
in the Bibliography. Other items are references to periodicals or 
proceedings. 
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*McKINNEY, FRANK C.: ‘‘Legal Investments for Trust Funds.” 
*MortiMEr, FRANK C.: “The Investment of Trust Funds.” 

Morton, A. V. and others: ‘‘ Managing Businesses for Trusts,’ Proceedings 
Fourth Midwinter Conference, Trust Companies of the United States, 
p. 118. 

“Investment of Trust Funds: Rules of Law and Practice: Types of 
Securities.””’ Trust Companies, vol. 29, pp. 18, 134. 

Owen, Tuomas H.: ‘‘Investment of Trust Funds,’ American Bankers 

Association Journal, vol. 16, p. 512, March, 1924. : 
*Prerry, JAIRUS WaRE: ‘A Treatise on the Law of Trusts and Trustees,” 
vol. 1, chap. XV, Pars. 438-472. 

Price, C. C.: “Investment and Supervision of Trust Funds,” Trust 
Companies, vol. 36, p. 717; also in Bankers Monthly, December, 1923, 
p. 25. 

RECKMAN, WILuIAM A.: “Ethical and Legal Considerations in Buying from 
Investment Department,” Trust Companies, vol. 35, p. 287. 

ROCKEFELLER, WiLu1AM V.: “Investing Trust Funds,” Proceedings First 
Regional Conference, Trust Company Division, American Bankers 
Association, published in Coast Banker, November, 1923, p. 33; also 
in Trust Companies, vol. 37, p. 749. 

SHEPARD, JESSE S.: ‘‘New Form of Share Mortgage Adaptable to Invest- 
ment of Trust Funds,” Trust Companies, vol. 38, p. 489; see also 
editorial comment, vol. 39, p. 128. 

Sims, R. M.: “Advisability and Legality of Holding Non-legal Invest- 
ments in Trust Estates,’ Trust Companies, vol. 39, p. 433. 

SINSHEIMER, Pau: “‘Keeping Funds Well Invested,’ Proceedings First 
Regional Conference, Trust Company Division, American Bankers 
Association, published in Coast Banker, November, 1923, p. 34; see 
also discussion, pp. 35, 37. 

VIERLING, FREDERICK: ‘‘ Amortization of Premiums and Accumulation of 
Discounts on Trust Investments,” Trust Companies, vol. 32, pp. 151, 
487; vol. 36, p. 177. See also comments on his articles by various 
authors, Trust Companies, vol. 36, pp. 301-305, 489-497. See also 
Proceedings Departmental Conferences, American Institute of Bank- 
ing, 1923, p. 324. See also St. Louis Law Review, vol. 8, No. 1, and 
reprint of this thesis in pamphlet form. 

Wuitst, JosepH W.: ‘Proper Administration and Care of Trust Funds and 
Assets,’ Trust Companies, vol. 37, p. 165. 

Youna, A. F.: ‘Handling Trust Investments Scientifically,” Trust 
Companies, vol. 37, p. 555. 

“The Care of Investments,”’ Proceedings Fifth Midwinter Conference 
Trust Companies of the United States, 1924, p. 34. 
See also General works on the subject of investments. 


* Items thus marked are published books, which are more fully described 
in the Bibliography. Other items are references to periodicals or 
proceedings. 


CHAPTER XXI 
FEES AND CHARGES 


Determination of the proper fees to charge for trust services 
is not an easy matter. Until years of experience had given some 
basis upon which to make estimates, and fees in different com- 
munities had become somewhat standardized, the customer’s 
question “What will the service cost me?’ was perhaps as 
puzzling a question as the trust officer was called upon to answer. 

The elements which enter into the problem are many. There is 
the cost, measured in time and labor, of clerical duties and of 
official supervision. The trust department must bear, and appor- 
tion among its trusts, a proper part of the general overhead 
expenses of the institution. The amount of responsibility 
assumed in the administration of the trust must be considered. 
The professional ability demanded, and the value of the service 
to the customer, are matters which should reasonably be taken 
into account, but are considerations for which trust departments 
generally have not realized full credit. 

To estimate in advance just what the administration of any 
proposed trust will cost, or just what duties and responsibilities 
it will involve, is a problem usually difficult, and in many cases 
impossible, of solution. Rarely are any two trusts identical in 
all respects. Trusts of exactly the same kind and involving 
practically the same asset values may vary greatly in the amounts 
of time and labor and skill required for their propercare. For this 
reason there is a distinct advantage in some kinds of trusts in 
postponing the determination of the fee until experience has given 
some idea of the amount of work and responsibility involved. 

Importance.—Notwithstanding the difficulties, the importance 
of fixing upon fees that are proper for each case is manifest. On 
the one hand, no trust department can long prosper unless its fees 
are sufficient to cover all actual costs and a reasonable profit. 
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On the other hand, if the fees are too large, competition and the 
natural and proper reluctance of customers to pay too much will 
prevent the growth of business. The ideal is to establish fees 
that are at once profitable to the fiduciary and fair to the customer. 

As a matter of fact, there have been few instances in which 
trust departments have erred on the side of charging too much for 
their services. The tendency has been the other way. It is 
pretty well understood among trust department officials that the 
earning value of the department to its company lies in the steady 
and dependable income which it provides and in the growth of 
earnings as volume increases, and not in relatively large profits. 
Considering the actual work and expert service rendered, the 
responsibility assumed and the training and general equipment 
placed at the disposal of trusts, the value to clients of the service 
of an experienced trust department is usually well above the 
charges made. 

Standardization.—As a result of the difficulty of determining 
proper fees, wide differences have existed, not only as to the fees 
customary in different sections of the country, but even in those 
charged by different institutions in the same city. These | 
differences have shown a tendency to be lessened as the older 
companies were enabled to establish schedules based on long 
experience, and as custom brought about some degree of uniform- 
ity for fees in each locality. 

During the last twenty-five years this matter has been a sub- 
ject of frequent discussion at local and state gatherings of trust 
company officials, and has often been brought before the annual 
meetings of the Trust Company Division of the American 
Bankers Association. The desirability of establishing some 
standards as guides for proper charges in the various parts of the 
country was recognized, but for some years the difficulties of the 
task prevented definite action. There is much difference in 
the amount and quality, and consequently in the cost, of service 
rendered by individual institutions for trust services called by the 
same name. The conditions under which particular kinds of 
trust business are handled in the various parts of the country vary 
greatly. For example, the handling of transfer agencies in New 
York City, where the bulk of this business is concentrated and 
where it is done in great volume, permits a per certificate charge 
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which would be impracticable in a small city having a limited 
amount of such business. 

In 1918 the Trust Company Section of the California Bankers 
Association adopted a schedule of fees which had been prepared 
by a committee appointed the preceding year.! These schedules, 
which have since been revised, are now used as guides by most of 
the trust companies in California.* 

At the annual meeting of the Trust Company Division of the 
American Bankers Association in 1919, a tentative report, with 
schedules of fees, was presented by the Committee on Standardi- 
zation of Charges, appointed in 1918. The schedules were 
distributed among members of the division, and at the annual 
meeting in 1920 the revised report of the committee was adopted 
and the schedules were recommended to trust companies of the 
country as guides in establishing fees.* The viewpoints of the 
committees in submitting these schedules are best expressed in 
their own words: 


These schedules are based upon the following determining factors: 

(a) That a standard schedule must be fixed upon a basis that the 
average duties involved and responsibilities assumed are those usual in 
the average trust of its kind, as administered in the average community, 
with efficient service rendered and adequate skill employed. 

(6) That the compensation must be fair and reasonable for the 
service rendered, and advantageous to the patron as well as remuner- 
ative to the trust company. 

(c) That exorbitant charges retard or prevent the growth of trust 
business, while inadequate charges eventually result in a deterioration 
of the quality of service rendered, which in turn reacts unfavorably 
upon the expansion of trust business. 


'See article by J. H. Coverty, chairman of the committee, Trust Com- 
panies, vol. 37, p. 19. For an earlier compilation of fees, showing charges 
made by trust companies in twenty-five cities representing all parts of the 
country, see articles by R. L. SuHerrarp, Trust Companies, vol. 21, p. 103 
and vol. 23, p. 537. 

* The revised schedules are published in full in Appendix F, p. 370. See 
also Appendix G, p. 380, which contains the Schedule of Fees Adopted by 


the Corporate Fiduciaries Association of New York City. 


* For reports of the committee, by J. A. House, Chairman, and George D. 
Edwards, Chairman, respectively, see Trust Companies, vol. 29, p. 385 and 
vol. 31, p. 473. Also Commercial and Financial Chronicle, Bankers Con- 


_ vention Section, October, 1919, p. 237 and October, 1920, p. 204. 
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(dq) That a uniform or standard method of charging throughout the 
country should tend to stabilize the trust business and create a better 
public opinion of the value of trust service. 

(e) That as a guide or indication of general trust costs the schedules 
should serve as a deterrent to that evil now prevalent in many communi- 
ties, namely “injurious cutting,’ which practice inevitably results in 
inefficient trust service. 

In formulating the schedule of charges submitted by it, the Committee 
fully realized the difficulty of fixing a standard which could be used by 
trust companies in different localities and which would apply, with equal 
fairness, to the great variety of circumstances surrounding the individual 
trusts. It was not the aim of the Committee to fix an ironclad and arbi- 
trary schedule which should be rigidly adhered to in every instance, 
regardless of the circumstances of the particular cases. It was realized 
that, owing to the multiplicity and variability of the elements involved 
in the determination of these charges, it was impracticable to do more, at 
the present time, than to establish a basis which could be used as a guide, 
and to meet the requirements of any given trust. 


The committee expressed its belief that the adoption of the 
schedules ‘‘as a working basis for charges for trust companies 
throughout the country”? would have immediately beneficial 
results as follows: 


1. It will enable small trust companies with inexperienced officers to 
fix prices on a basis of reasonable profit. 

2. It will tend to eliminate the injurious practice of price cutting 
current in many localities. 

3. It will serve as a basis or guide for banks now organizing trust 
departments. 

4. It will enable trust departments now used as feeders to other 
departments of trust companies to become reasonably profitable. 

5. It will develop in the public a realization that corporate fiduciary 
services have been carefully considered on a basis of charters fair and 
reasonable to the fiduciary and its clients. 

6. It will enable clients of trust companies to proceed with some degree 
of assurance as to the cost for service rendered them by a trust company. 

The Committee believes that such a national schedule for trust 
company charges can serve only as a working basis for the charges in 
different localities. Conditions differ so widely between city and 
country and between cities located in different sections of the country 
that an absolutely uniform charge throughout the United States would 
seem to be not only impractical but impossible. 
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SCHEDULE OF TRUST COMPANY CHARGES! 
ScHEDULE I.—TrRUSTEE UNDER CORPORATE Bonp IssuE 


1. Acceptance Fee.—One-tenth of 1 per cent. of amount of authorized 
issue. Minimum, $100. For issues over $1,000,000 this percentage 
should be reduced at the ratio of a 10 per cent less charge for each 
$1,000,000 or fraction thereof than charged on the preceding $1,000,000, 
but this progressive reduction shall not in any event reduce the accept- 
ance fee below one-twentieth of 1 per cent of the authorized issue. 

2. Annual Fee.—One-fortieth of 1 per cent of amount of authorized 
issue (exclusive of bonds previously retired). Minimum, $25. Annual 
fee to be prorated for fractional parts of years. Where issue is over 
$1,000,000 this percentage should be decreased at the same ratio as the 
acceptance fee. 

a. Partial Releases —If release clause with schedule, $2.50 and up. 
If no release clause with schedule, $10 and up. Appraisers’ fees extra. 

b. Receiving and Disbursing Release Funds.—(If bonds are retired, see 
below.) One-tenth of 1 per cent of amount disbursed. Minimum, $15. 

c. Redemption of Bonds before Maturity and Handling Sinking Fund 
Moneys and Retiring Bonds ——One-fifth of 1 per cent and advertising 
costs. Minimum, $25. 

d. Payment of Interest Cowpons—One-fourth of 1 per cent of amount 
disbursed; if fiscal agent, three-eighths of 1 per cent. (Many trust com- 
panies with banking departments make no charge if coupon money is on 
deposit for 30 days without interest.) This charge includes service 
required for income tax reports. 

Holding and caring for insurance included. 

3. Certification of Bonds.—Fifty cents per bond. Or at option the 
following: $1,000 bonds, $1 each; $500 bonds, 50 cents each; and $100 
bonds, 25 cents each. The acceptance fee to be reduced by the amount 
the certification fee exceeds in the aggregate an average of 50 cents per 
bond. 

Registration of Bonds.—Fifty cents each, including cancellation of 
registration. Where cancellation of registration or reregistration 
involves examination of probate or other court proceedings, extra 
charge should be made. 

4. Reconveyance, Cancellation or Closing Fee.—QOne-fortieth of 1 
per cent of amount of authorized issue (exclusive of bonds previously 
retired). Minimum, $50. 


*Compiled by the Committee on Standardization of Charges, Trust 
Company Division, American Bankers Association. 


320 TRUST DEPARTMENTS 


a. Cremation of Bonds and Coupons.—Included in reconveyance fee 
if all cremated at one time; if in instalments, charge extra as work 
demands. 

b. Payment of Principal as It Matures—One-tenth of 1 per cent in 
addition to closing fee. (Many trust companies with banking depart- 
ments make no charge for paying principal if money is on deposit for 15 
days or more without interest.) 

5. Receiving and Disbursing Funds from Sale of Bonds under Order 
of Commissioner of Corporations, Public Service Commissioner, Etc.— 
One per cent of amount received and disbursed. 

Notes.—If proceedings are under jurisdiction of Bank Superintendent, 
Corporation Commissioner, or other public body or officer, extra charge 
should be made to cover examination of and to comply with require- 
ments of these departments. 

The charges in this schedule do not include any attorneys’ fees in 
connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following schedules. 


ScHeDuLe II].—Ho.upine TitLte To Reat Estate uNnDER Trust DEED OR 
Trust MortGaGE To SECURE ORDINARY DEBT OR LOAN 

1. Acceptance Fee.—S1. 

a. Certification by Trustee of Notes as Being Notes Secured by Trust 
Deed or Mortgage.—One note free, included in acceptance fee; additional 
notes 50 cents each. 

2. Reconveyance Fee (including cancellation of notes). 

$2 if debt is less than $10,000 
3 if debt is from $10,000 to 20,000 
4 if debt is from 20,000 to 40,000 
5 if debt is from 40,000 to 60,000 

If debt over $60,000, charges $1 extra for each $25,000 or fraction 
thereof. 

If coupon notes are secured, fee is 50 per cent more in all cases. 

3. Trustee’s Sale upon Default Including Deed.—Trustee’s fee under 
ordinary sale of property (not court foreclosure), when trust deed or 
mortgage secures a sum— 


Not exceeding $ ,500.,..2 ae $ 50 
Over $ 500, not exceeding 750 >. < cuenta eee 65 
Over 750, not exceeding 1,000............... 80 
Over 1,000, not exceeding 2,000............... 100 
Over 2,000, not exceeding 3,500............... 125 
Over 3,500, not exceeding 5,000............... 150 
Over 5,000, not exceeding 7,500............... 200 


Over 7,500, not exceeding 10,000............... 250 
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2 per cent of all amounts of principal exceeding $10,000. Where 
court foreclosure is required by law these fees should be increased from 
10 to 20 per cent. 

4. Certificate of Redemption or Trustee’s Deed.— After court fore- 
closure, $2.50. 

a. Other Charges.—Advertising, posting expenses, and court costs, if 
any, extra. 

b. Special Services —Extra, according to service rendered. 
Notes—Where any of these fees are = by law there should be no 
deviation from the legal rate. 

The charges in this schedule do not include any attorneys’ fees in 
ection with the establishment or maintenance of the trust. 

_ For fuller explanation of charges see notes following schedules. 


‘Scnepute II].—Houpinc Tirte to Co.iuatTeraL For INDIVIDUALS OR 
CoRPORATIONS TO SEcuRE Nore Issue 


(Does Not Include Ordinary Corporate Bond Issue or Ordinary Deed of 
Trust on Real Estate) 


1. Acceptance Fee.—One-tenth of 1 per cent of authorized note issue. 
On issues over $1,000,000 this percentage should be reduced at the ratio 
of 10 per cent less charge for each $1,000,000 or fraction thereof than 
charged on the preceding $1,000,000, but this progressive reduction shall 
not in any event reduce the acceptance fee below one-twentieth of 1 per 
cent of the authorized issue. 

2. Annual Fee.—Where trustee has duty or responsibility in connec- 
tion with the collection and distribution of interest or principal of the 
collateral, ordinarily one-sixth of 1 per cent of market value of collat- 
eral. Where collateral consists of first and second mortgages, land 
contracts, etc., payable in instalments, the fee should follow collection 
fees in Schedule IX. Where trustee has no duty as to collection of 
principal or interest of the collateral, one-fortieth of 1 per cent. Annual 
fee to be prorated to cover fractional parts of years. Minimum, $25. 
Where collateral is clean first-lien securities and over $1,000,000 in 
value, these percentages should be reduced at the same ratio as the 
acceptance fee. 

a. Partial Trust Conveyance, Assignment or Satisfaction.—$2.50 each 
and up. 

b. Receiving and Disbursing Income.—Included in annual fee. 

¢. Delivery or Sale on Default.—If sale is made to pay defaulted 
obligation, by court proceeding or otherwise, a fee should be charged on 
same basis as sales made under trust deeds, as per Schedule II. 
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3. Certification of Coupon Notes.—Fifty cents per note (or at option 
the following): $1,000 note, $1 each; $500 note, 50 cents each; and $100 
note, 25 cents each. The acceptance fee is to be reduced by the amount 
the certification fee exceeds in the aggregate an average of 50 cents per 
note. 

4. Closing Fee.—One-fortieth of 1 per cent of value of collateral on 
hand. Minimum, $50. 

Notes.—For fees for other services in connection with note issue, see 
fees for similar services in Schedule I. Other charges should be made 
according to service rendered. 

The charges in this schedule do not include any attorneys fees in con- 
nection with the establishment or maintenance of the trust. 

For further explanation of charges see notes following schedules. 


ScHEDULE IV.—AGENT FOR THE REGISTRATION OF CORPORATE STOCK 


1. Acceptance Fee.—Minimum, $100, to cover preliminary work, 
investigation, etc. 

Notes.—For an additional class of stock handled for a corporation a 
further charge of 50 per cent may be made. 

2. Annual Fee.—The trust shall earn a minimum of $100 per year, 
which allows for 250 certificates. 

3. Registration of Stock Certificates.—Twenty-five cents each, on all 
over 250 certificates per year. 

a. Cancellation and Reregistration of Stock Held by Estate—Fifty cents 
each, and if examination of court order or court proceedings is required, 
additional charge should be made. Other charges should be made 
according to service rendered. 

4. Dividend-disbursing Agent.—See Schedule V. 

Note.—The charges in this schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges see notes following schedules. 


ScHEDULE V.—AGENT FOR THE TRANSFER OF CORPORATE STOCK 


1. Acceptance Fee.—Minimum, $100, to cover preliminary work, 
investigation, ete. 

Note.—For an additional class of stock handled for a corporation a 
further charge of 50 per cent may be made. 

2. Annual Fee.—The trust shall earn a minimum of $150 per year, 
which allows for 100 certificates. 

Note.—This includes furnishing of three lists of stockholders per 
annum. 
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3. Cancellation and Reissuance of Certificates.—Fifty cents each, for 
all above 100 certificates per year, and if examination of court order or 
court proceedings is required, additional charges should be made. 

a. Other charges should be made according to service rendered. 

4. Dividend-disbursing Agent.—Three-eighths of 1 per cent of amount 
disbursed and postage for each dividend, or, at option, the following: 


MR EM i SNS itd Anessa iar als $ 62.50 

OSS TS 100.00 
NNER E MORES loss cts anche aS emoe 112.50 
IRR OEMS 8 as 5 spa Mian « wisn synenis 120.00 
8 OA ee ee ee 200.00 
ERHARD cP AMMD CROCK oo: c ince dps eum ges doin momrnte 250.00 


All checks over this latter number, 714 cents per check and postage. 
Note.—The charges in this schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the trust. 
For fuller explanation of charges, see notes following schedules. 


Scuepute VI.—AGENT FOR THE REGISTRATION OF CORPORATE BoNnps 
(Where Not Trustee under Bond Issue) 


1. Acceptance Fee.—Minimum, $100, to cover preliminary work, 
investigation, ete. 

_ 2, Annual Fee.—The trust must earn not less than $50 per annum, 
which allows for 100 registrations. 

3. Registration of Bonds.—Twenty-five cents each, for all above 100 
registrations per year. 

4. Cancellation of Registration or Reregistration of Bond.—Involvy- 
ing examination of letters testamentary or court proceedings, an addi- 
tional charge should be made. 

a. Other charges should be made according to service rendered. 

Note——The charges in this schedule do not include any attorneys’ 
fees in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following schedules. 


ScuHEepuLe VII.—Houpine Titte to Rear Estate 


(Under Voluntary Trust, with No Duty or Responsibility Other Than to 
Convey or Lease, as Directed) 
(Usual Holding for Syndicate) 


1. Acceptance Fee.—One-twentieth to one-tenth of 1 per cent of 
market value of trust property, according to the size, value and number 
of parcels. Minimum, $10. The fee may be based on a charge for each 


i. 
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certificate of beneficial interest issued, but the entire charge, however, 
to be not less than one-twentieth of 1 per cent of market value of trust 
property, with minimum as above. 

2. Annual Fee.—One-fortieth to one-twentieth of 1 per cent of market 
value of trust property, according to size, number and value of parcels. 
Minimum, $10. Annual fee to be prorated for fractional parts of years. 

a. Executing Leases and Partial Trust Conveyances.—$2.50 each. 

b. Transfer of Beneficial Interest —$2.50 each. 

c. Other Charges.—Should be made according to service rendered. 

3. Closing or Distribution Fee.—One-twentieth of 1 per cent of 
market value of property. Minimum, $15. Extra charge where any of 
trustors have died prior to closing, to cover examination of probate 
proceedings, etc., usually 1 per cent of value of deceased’s interest. 

Note.—The charges in this schedule do not include any attorneys’ 
fees in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following schedules. 


ScHEDULE VIII.—Ho.upine TitLe To REAL Estate 


(Under Voluntary Trust with Full Duties and Responsibilities of 
Management, Including Power of Sale, Etc.) 


1. Acceptance Fee.—F rom one-twentieth to one-tenth of 1 per cent of 
the market value of trust property, according to the size, value, number 
and condition of parcels. Minimum: If material part of the trust 
property is improved, $20; if trust property be unimproved, $10. The 
fee may, however, be based on a charge for each certificate of beneficial 
interest issued, the entire charge, however, to be not less than one- 
twentieth of 1 per cent of market value of trust property, with minimum 
as above. 

2. Annual Fee.—Five-sevenths of 1 per cent of market value of trust 
property, if material portion improved. Minimum, $25. 

One-half of 1 per cent if material part of trust property be unimproved. 
Minimum, $15. Annual fee to be prorated for fractional parts of years. 

a. Partial Distribution before Close of Trust—One-half of 1 per cent 
of amount distributed. 

b. Executing Leases and Partial Trust Conveyances.—$2.50 each and up. 

c. Transfer of Beneficial Interest.—$2.50 each. 

d. Income Tax Reports —$2.50 each and up. 

Notes.—This fee includes service for examination for and paying taxes 
and assessments, collection of rents and income; superintending and 
making repairs to real estate. 

Other charges should be made according to service rendered. 

Brokers’ fee extra. 
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_ 3. Closing or Distribution Fee.—One-twentieth of 1 per cent of market 
value of property conveyed or distributed, with a minimum of $15 if the 
closing or distribution be made during the lifetime of the trustor; or 1 
per cent of market value of property conveyed or distributed, with a 
minimum fee of $50 if the closing or distribution be made after the death 
of the trustor. 

Note——The charges in this schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following schedules. 


ScuepuLte IX.—Ho.upine TitLte To Rest Estate SuBDIVISIONS 


(Under Voluntary Trust, Executing Contracts of Sale and Deeds to 
Purchasers, and Collecting and Distributing Proceeds) 


1. Acceptance Fee.—One-tenth of 1 per cent of the minimum sales 

price of the lots in the subdivision. Minimum, $50, or the charge may 

be based on a fee of $1 per lot in the subdivision with minimum as above. 

a. Accepting and Registering Assignments of Contracts.—$1 each, to be 

paid by assignor or assignee. (Note of this charge should be endorsed on 

contract.) 

2. Annual Fee.—The trust must produce an annual return from collec- 

tions, conveyances, or otherwise, equal to one-tenth of 1 per cent of the 

lowest authorized sale price of the trust property, with a minimum 
annual fee of $50. Annual fee to be prorated for fractional parts of 

\ 

a. Executing Contracts (in Duplicate) and Conveyances.—$2.50 each. 

b. Transfer of Beneficial Interest —$2.50 each. 

c. Income Tax Reports —$2.50 each and up. 

Notes—Proceedings and actions to enforce or cancel contracts of sale, 

$25 each. 

Other charges should be made according to service rendered. 

Brokers’ fees extra. 

3. Collecting and Disbursing Instalments of Sale Price.—If sale is 

for cash, or if principal payments do not exceed three in number, | to 2 

per cent of sale price, according to size of payments; if principal pay- 

ments exceed three in number, 2 to 3 per cent, according to size of pay- 

ments. Mortgages given by purchasers to beneficiaries or assigned to 

beneficiaries, to cover principal payments, are, for the purpose of deter- 

“mining fees, to be treated as cash payments, but if held by the 

trustee and on same terms as contract, regular collection fees shall be 

charged. 

4. Closing or Distribution Fee.—One-fourth of amount of acceptance 

, if all lots sold and collections made, with a minimum of $25. If 
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trust closed before all lots sold and collections made, one-tenth of 
unearned fees, with a minimum of $50. 

Note——The charges in this schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges see notes following schedules. 


ScHEDULE X.—Ho.upine CasH AND SEcuURITIES, TOGETHER WITH REAL 
AND PERSONAL EstaTE oF Livina PERSON 


(Under Voluntary Trust, to Manage, Convert, Invest, Reinvest and to 
Collect and Distribute the Income Thereof) 


(Common Form of Living or Voluntary Trust of Mixed Properties) 

1. Acceptance Fee.—One-twentieth of 1 per cent of market value of 
trust property. Minimum: If material. part of trust property be 
improved, $20; if trust property be unimproved, $10; if principally cash 
and securities, $10. 

2. Annual Fee.—Three-fifths of 1 per cent of market value of mixed 
trust property. Minimum: If material part of trust property be im- 
proved, $25; if material part of trust property be unimproved, $15. 
If practically all of trust property is cash and securities, annual fee is 
one-half of 1 per cent per annum of value of trust property, with 
minimum of $10. Annual fee to be prorated for fractional parts of 
years. 

a. Partial Distribution of Principal before Close of Trust.—One-half 
of 1 per cent of amount distributed. 

b. Executing Leases and Partial Conveyances.—$2.50 each and up. 

c. Transfer of Beneficial Interest —$2.50 each. 

d. Income Tax Reports —$2.50 each and up. 

Note.—This fee includes service for investment, examination for and 
paying taxes and assessments; collection of interest, rents and other 
income; superintending and making repairs to real estate. 

Other charges should be made according to service rendered. 

Brokers’ fees extra. 

3. Closing or Distribution Fee.—One-twentieth of 1 per cent of 
market value of property conveyed or distributed. Minimum, $15, 
while trustor is living; thereafter 1 per cent of the value of trust property. 
Minimum, $50. 

Notes.—Charities free, if desired. 

We would recommend where individuals are associated in administra- 
tion of trusts with the trust company, that at least one-half of the 
compensation shall accrue to the trust company and two-thirds of com- 
pensation in case only one individual is associated in the management. 
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7 he charges in this schedule do not include any attorneys’ fees in 
connection with the establishment or maintenance of the trust. 
_ For fuller explanation of charges, see notes following schedules. 


- 


Scuepute XI.—Covurtr Trusts 
“Gach as Trusts Created by Wills, Appointment or Court Decree) 


_ (Fees for administration of estates not scheduled. Where fees are 
fixed by law there should be no deviation from legal rate, except where 
extraordinary services are performed, and in such cases extra compensa- 
tion should be requested as may be proper.) 

_ 1. Annual Fee.—Where the property is mixed property, three-fifths 
of 1 per cent of the appraised value. Minimum, $15. Where principally 
cash or securities, one-half of 1 per cent of appraised value. Minimum, 
$10. Annual fee to be prorated for fractional parts of years. 

a. Partial Distribution of Property and Funds before Closing Trust.— 
One-half of 1 per cent of amount distributed. 

Notes——This fee includes service for preparing annual and special 
reports to court; preparing and executing conveyances, leases, etc.; 
examination for and paying taxes and assessments; collection of interest, 
rents and other income; investing funds; income tax reports; super- 
intending and making repairs to real estate. 

Brokers’ fees extra. 

2. Closing or Distribution Fee.—Attorney fee, plus one-half of 1 per 
cent of appraised value of property distributed. Minimum, $25. 

_ Notes.—Charities free, if desired. 

The charges in this schedule do not include any attorneys’ fees in 
connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following schedules. 


Scuepute XII.—AcenNctes AND ATTORNEY IN Fact—GENERAL AND 
SPECIAL 

Agencies Involving Handling of Real and Personal Property (Not 
Funds or Securities) 


_ 1. Acceptance Fee.—One-twentieth of 1 per cent of market value of 
trust property. Minimum, $10. 

} 2. Annual Fee.—One-third to three-fifths of 1 per cent of value of 
aay in agency, according to estimated work and responsibility 
ated to cover fractional parts of years. Minimum, $15. 

" Note—This fee includes service for managing real and personal 
®, payment of taxes, insurance matters, repairs, etc.; collection and 
disbursement of rents and other income. 
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3. Closing Fee.—One-twentieth of 1 per cent of market value of prop- 
erty. Minimum, $10. 

Notes.—The charges in this schedule do not include any attorneys’ 
fees in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following schedules. 


B. (Agencies Involving the Collection, Investment and Distribution of 
Principal and Interest of Funds and Securities) 


1. Acceptance Fee.—One-twentieth of 1 per cent of the market value 
of property. Minimum, $10. 

2. Annual Fee.—One-fourth of 1 per cent of principal in cases in which 
the agent does not make the investment. If agent makes the invest- 
ment, then the annual charge should thereafter be one-half of 1 per cent 
of the principal invested (one-fourth of 1 per cent of principal still stand- 
ing as the annual charge against funds not invested by trustee). Mini- 
mum, $10. The annual fee should be prorated to cover fractional parts 
of years. 

a. Income Tax Reports —$2.50 each and up. 

Notes.—This fee includes service for investment of funds, collection 
and disbursement of principal and income. 

Other charges should be made according to service rendered. 

Brokers’ fees extra. 

3. Closing Fee.—One-twentieth of 1 per cent of market value of 
property. Minimum, $10. 

Notes——The charges in this schedule do not include any attorneys’ 
fees in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following schedules. 


MiscELLANEOUS ITEMS 


Escrow Deposits Involving Receipt and Safeguarding of Funds and 
Securities and the Safe Delivery of Same.—Annual Fee—Where securi- 
ties are held, annual fee of one-fortieth of 1 per cent of the par value of 
the principal amount of securities held, with a minimum charge of $25 
per year. 

Larger fees may be charged where services rendered and responsibility 
assumed justify it. 

Where deed or securities are delivered and money collected and dis- 
bursed, fee should be one-tenth of 1 per cent of the amount collected. 

Depositary of Securities Involving Receipt, Holding and Safeguarding 
of Securities Deposited, Collecting Interest and Dividends, Disbursing 
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Income, Etc.—Annual Fee—One-tenth of 1 per cent of the par value of 
principal amount of bonds held, and one-twentieth of 1 per cent of the 
par value of shares of stock held. Minimum annual fee $25. 

Trustee under Lease or Trustee under a Trust Agreement in Connec- 
tion with a Lease Involving Holding and Collecting Insurance Policies, 
Holding Collateral and Also Special Service in Case of Default.— Annual 
Fee.—Minimum, $25 and special fees for any services in case of default 
or otherwise. 

Where collateral is held, annual fee of one-fortieth of 1 per cent of the 
par value of securities. Minimum annual fee, $25. 

Where insurance policies are held, annual charge of one-twentieth of 1 
per cent of the amount of insurance held up to $500,000 and where 
the amount of insurance exceeds $500,000 this rate may be decreased. 
Minimum annual charge, $25. 

Where proceeds of fire insurance are collected and disbursed, minimum fee 
of one-half of 1 per cent of the amount disbursed. 

Acting as Agent for Corporations or as Corporate Secretary or Treas- 
urer Involving Holding of Securities and Cash, Managing Real Estate, 
Holding Meetings of Stockholders and Directors, Keeping Corporate 
Records, Making Various Reports and Tax Returns, Distribution of 
Earnings, Etc.—Minimum annual charge of $50. Larger fee to be 
charged where services warrant it. 

If real estate agent is employed, the usual commissions to be paid to 
such agent in addition to other fees. 

Trustee for Corporations in Liquidation and for the Organization and 
Reorganization of Corporations, Depository for Syndicates, Etc.— 
Acceptance Fee——Not fixed. Special fees to be charged for this service 
in proportion to the amount of work involved and responsibility assumed, 
such fees to be fixed with reference to each particular case. 

If securities are to be held, an annual fee should be charged as in other 
instances at the rate of one-fortieth of 1 per cent of the par value of such 
securities, with a minimum of $25 per year. 

If negotiable interim receipts or other certificates of deposit are to be issued 
and transferred, same fees for such services are to be charged as for the 
issuance and transfers of certificates of stock, as set out in Schedule V. 

Trustee under Indenture of Trust Covering Life Insurance.—a. 
Where life insurance is deposited under indenture of trust, with only duty 
imposed upon the trustee to collect insurance, pay inheritance and other 
taxes, and to distribute the fund then remaining to certain beneficiaries. 

Acceptance Fee: Minimum $10. A commission of 2 per cent upon 
disbursements of the fund, either principal or income. 

b. Where a trust of this kind is created with active duties imposed upon 
the trustee not only to collect the insurance and pay inheritance taxes, 
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but to invest the fund, collect the income and distribute income and 
principal: 

Acceptance Fee: Minimum, $10. 

A commission of one-half of 1 per cent upon the market value of 
principal to be made annually, and the closing fee of one-half of 1 per 
cent of the principal when distributed. 

Note.—It has been suggested with reference to insurance trusts that 
it is not customary to make an acceptance charge, and that the same 
would be inadvisable, but that if the trust is terminated by the grantor 
during his lifetime, and before the same really becomes effective, a fee 
then should be charged for services in accepting the trust, examining the 
documents, entering the same on the books and for the safekeeping of 
the insurance policies. 

Trustee or Depositary for Bondholder’s Committee Involving Receipt 
and Safekeeping of Securities Deposited, Issuance and Transfer of 
Negotiable Interim Receipts, Etc.— Acceptance Fee-—Minimum, $10. 

Annual Fee.—One-fortieth of 1 per cent of the par value of securities 
deposited, with a minimum of $100 per year. 

Negotiable interim receipts or certificates of deposit, fee of 25 cents for 
each certificate issued or transferred to be charged in addition to other 
fees. Other fees should be charged for special services rendered. 

Acting as Voting Trustee for Corporate Stock or as Depositary for 
Voting Trustees for Such Stock Involving the Receipt and Safekeeping 
of Certificates of Stock, Issuance and Transfer of Voting Trust Certifi- 
cates, Etc.—Acceptance Fee-—Minimum, $10. 

Annual Fee.—One-fortieth of 1 per cent of the par value of securities 
deposited, with minimum annual fee of $100. 

Where voting trust certificates are issued and transferred, fee of 25 cents 
for each certificate transferred to be charged in addition to other fees. 

Other fees may be charged for special services rendered. 

Trustee in Connection with County and Municipal Bonds.—Twenty- 
five cents to fifty cents per $1,000. 

The charges in this schedule do not include any attorneys’ fees in 
connection with the establishment or maintenance of the trust. 


Notes 


Acceptance Fee.—This is a fee to cover preliminary negotiations, 
consultations with principals, agents and attorneys, investigation of the 
contemplated proposition and trust assets, personal examination of real 
estate and examination of the necessary documents and papers to insti- 
tute the trust and place all matters in condition to begin to administer 
the trust. It is nota part of the first annual fee. 
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_ Annual Fee.—This fee embraces all ordinary services in connection 
with the administration of the trust, not otherwise indicated in the 
schedules. It includes the ordinary management of the trust property, 
the usual accounting involved, together with the usual periodical state- 
ments to beneficiaries. It likewise covers consultations, correspond- 
ence, postage, ordinary supplies, returns for tax assessments and all 
dealings with the public and public officials. It should be prorated for 
fractional parts of years and is independent of the acceptance and closing 
fee. Extraordinary services are not included in annual fee and should be 
charged extra. 

Closing Fee.—This fee covers all the usual services of the trustee 
involved in terminating the trust, including the distribution of the assets 
_ of the trust to those entitled. In case of the death of one or more of the 
trustors or beneficiaries prior to closing the trust it involves the neces- 
sary examination of court proceedings, proofs or other data to deter- 
mine who are the legal distributees. 

Attorneys’ Fees.—These schedules contemplate the fees which inure 
solely to the trust company and are computed to be such fees as are 
fair and equitable to the public and reasonably remunerative to the 
company, based on the assumption that the trust company is to render 
complete and efficient service. They do not include fees of attorneys, 
whether such attorney be the attorney of the trust company, the 
attorney of the trustor or the attorney of the beneficiaries. No attempt 
is herein made, or should be made, to encroach upon the proper and 
_ legitimate field of the lawyer. 

All reasonable fees of attorneys, whether for services in litigation, in 
preparing documents, or giving legal counsel, should be allowed, charged 
_and paid them, independent of the fees set forth in the schedules. The 
trust company should fully cooperate with the attorney and endeavor to 
protect him in every particular. 

Brokers’ Fee.— Where brokers are employed by the trustee to buy or 
sell stocks, bonds, real or personal property, the ordinary fees of such 
_ brokers are in addition to the fees set forth in the schedules. 

Flat Fees.—Where it may seem advisable or necessary to quote a 
given amount of compensation for all of the services to be rendered in a 
particular trust, this can be readily done by computing the total of all of 
the fees estimated to be received under the schedule. Some trust com- 
panies compute the total estimated earnings of the trust and divide the 
same by the number of years the trust is to run and quote the result as an 
annual fee. 

Banking Departments.—The fees in these schedules are computed as 
those proper and necessary for a responsible trust company to charge, 
without consideration of any profit accruing from the trust to any other 
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department of the institution. Where a determinable or substantial 
profit or benefit accrues to the banking or other department from the 
particular trust business under consideration a proper allowance for 
same may be made, provided the trust as a whole is administered at a 
reasonable profit. 


EXECUTOR OR ADMINISTRATOR 


Fees of fiduciaries under court trusts, that is, trusts created by 
will or by appointment or decree of court, are determined by the 
court having jurisdiction in each case with such guidance as is 
given by the law of the state. In a majority of the states the 
statutes make definite provisions regarding the fees of executors 
and administrators. These statutes are changed from time to 
time, and the fiduciary must keep up to date as to the laws of his 
own state. 

The following tabulation shows in condensed form the statu- 
tory provisions in the several states as they now stand, and is 
given as a matter of interest in the comparison of fees. 


STATUTORY PROVISIONS AS TO FEES OF EXECUTORS AND ADMINISTRATORS 


(In the following table the percentages apply to the amount of money 
handled, unless otherwise stated, usually including that received for real 
estate sold by order of court. In a number of states the court is specifically 
authorized to allow additional compensation for extraordinary services.) 


The following states allow commissions on funds handled, 
graduated according to amounts as shown: 


ATIFONS, 5.5 a0 Sse 7 per cent on first $1,000, 5 per cent on next $9,000, 
4 per cent on balance. 

Arkansas...) 24. 10 per cent on first $1,000, 5 per cent on next $4,000, 
3 per cent on balance. 

California....... . 7 per cent on first $1,000, 4 per cent on next $9,000, 


3 per cent on next $10,000, 2 per cent on next $30,000, 
1 per cent on next $50,000, 14 per cent on balance. 


WAGHO.. < oe ess 7 per cent on first $1,000, 5 per cent on next $9,000, 
4 per cent on balance. 

Iowa............ 6 percent on first $1,000, 4 per cent on next $4,000, 2 per 
cent on balance. 

Michigan........ 5 per cent on first $1,000, 244 per cent on next $4,000, 
1 per cent on balance. 

Montana........ 7 per cent on first $1,000, 5 per cent on next $9,000, 


4 per cent on next $10,000, 2 per cent on balance. 
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ebraska........ 5 per cent on first $1,000, 245 per cent on next $4,000, 
1 per cent on balance. 


Nevada.......... 6 per cent on first $1,000, 4 per cent on next $4,000, 
-, 2 per cent on balance. 

New Jersey...... 7 per cent on first $1,000, 4 per cent on next $4,000, 3 per 
é' cent on next $5,000, 2 per cent on balance. 

New Mexico..... 10 per cent on first $3,000, 5 per cent on balance.? 

Sew York....... 5 per cent on first $2,000, 214 per cent on next $20,000, 


ae 144 per cent on next $28,000, 2 per cent on balance.* 
North Dakota... . 5 per cent on first $1,000, 2 per cent on next $4,000, 1 
, per cent on balance. 


MME is». 6 per cent on first $1,000, 4 per cent on next $4,000, 2 per 
cent on balance. 
ahoma........ 5 per cent on first $1,000, 4 per cent on $4,000, 2!% per 
cent on balance. 
SeeOM.......... 7 per cent on first $1,000, 5 per cent on next $1,000, 4 per 


u cent on next $2,000, 2 per cent on balance. 

South Dakota.... 5 per cent on first $1,000, 4 per cent on next $4,000, 214 
per cent on balance. 

. 5 per cent on first $1,000, 214 per cent on next $4,000, 

2 per cent on next $5,000, 1 per cent on balance. 

Wyoming........ 10 per cent on first $1,000, 5 per cent on next $4,000, 

3 per cent on next $15,000, 2 per cent on balance. 













_ The following states provide flat rates of commission on all 
funds handled, without regard to the amount: 


eorgia.............. 21g per cent on money received and money dis- 
bursed. This does not apply to reinvestments. If 
the fiduciary works land, he is entitled to 10 per cent 
on the proceeds of the crop. Court is authorized to 
fix certain additional compensation. 


uisiana............ 244 per cent of the gross inventory. This fee covers 
the administration from probating of will to closing 

; of estate. 
Missouri............. 5 per cent on personal property and on money from 


sale of real estate. 


' These commissions apply if receipts do not exceed $50,000. If more 
than that, fee is determined by Orphans Court, not to exceed 5 per cent of 
receipts. 

* But if property is cash or proceeds of life insurance, commission is 
_ hot over 5 per cent on first $5,000, and 1 per cent on balance. 

* Where the fiduciary collects rents and manages real property, he is 
authorized to retain 5 per cent of rents collected, in addition to above 
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5 per cent on all sums received in cash and 5 per cent 
on all paid away in cash, but not including cash on 
hand at decedent’s death or money paid to heirs 
or legatees as such. 


In the following states compensation is fixed at the discretion 
of the court, but with the limitations noted: 


Mala ae eeinscics cis. 


CGolovadonetse. oe. 


District of Columbia. . 
Words). ce ee 
Thin GIsS cease ae eee 
Kentucky 3) ac. sha 


Maryland’: >.5.220.5.15 - 


Mississippi..<;. 2:21... 
North Carolina....... 


South Carolina. ..... 


s 
Tennessee (for corpo- 
rate fiduciaries). 


Not over 214 per cent. For selling lands 2144 per 
cent, but not over $100. 

On personal estate, not over 6 per cent on first 
$25,000, 4 per cent on next $75,000 and 3 per cent 
on balance. On real estate, not over 3 per cent on 
money arising from sale, mortgaging or leasing. 

Not under 1 or over 10 per cent on inventories less 
what is lost or perishes. 

6 per cent on proceeds of sale of personal and real 
property, and just compensation for services. 

Not over 6 per cent on personal estate and 3 per cent 
on proceeds of sale of real estate. 

Not over 5 per cent on all amounts received and 
disbursed. 

From 2 to 10 per cent on the first $20,000, and 2 per 
cent on balance of estate. Executor or adminis- 
trator must pay a tax on his commissions of 1 per 
cent on the first $20,000, and one-fifth of 1 per cent 
on balance. 

Not less than 1 nor more than 7 per cent. 

Not over 5 per cent on amount of receipts and 
expenditures. 

Not exceeding 214 per cent on all money received 
and the same on all money paid out to creditors or 
heirs. In addition, not to exceed 10 per cent of 
interest on investments made by fiduciary. 

“On estates, effects, funds or property,’ on first 
$1,000 not less than 5 nor more than 10 per cent; 
on next $2,000, not less than 5 nor more than 744 
per cent; on next $7,000, not less than 4 nor more 
than 6 per cent. On each $1,000 over $10,000, not 
less than 2 nor more than 4 per cent. 


The following territory and states have somewhat different 


provisions, v7z.: 
Bia watiies c'c.cetl ete 


5 per cent on moneys representing the estate at in- 
ception of trust and from sales of real and personal 
property. On income, 10 per cent on first $1,000 
7 per cent on next $4,000, 5 per cent on balance. 
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arg Sc ns + wiv’ 5 per cent on amount of personal assets that come 
into his hands, and mileage and $1 a day while in 
attendance at court. The court has power to 
increase or decrease this allowance. 

The statutes specify a compensation of $4 per day, 
but in practice the Judge of Probate fixes a reason- 
able compensation. 

$1.50 per day and 5 per cent on the first $1,000, and 
1 per cent on balance of principal collected and 
proceeds of real estate sold by order of court. 
Court is authorized to allow additional compensa- 
tion for extraordinary services, 


tee eee ee eee 















In the following states the compensation is left to the discre- 
tion of the court without statutory limitations: Connecticut, 
Delaware, Indiana, Kansas, Massachusetts, Minnesota, New 
Hampshire, Pennsylvania, Rhode Island, Virginia, Washington, 
West Virginia. 
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APPENDIX A 
FORM OF A LIVING TRUST AGREEMENT' 


TRUST AGREEMENT 


_ THIs AGREEMENT entered into at Cleveland, Ohio, this ........ day of 
ee LARA. 525 OF BI DOOWEOE: 5 y.50 beac eee at of 
Me es cc es ees , first eats hereinafter called ‘“‘the donor,” and 





















party, hereinafter called “the trustee,””’ WiTNEsSETH: 
_ Wuereas, the donor is desirous of having the trustee take title to and 


day assigned, delivered, transferred and conveyed to the trustee said 
‘property, a schedule whereof is hereto attached, marked “Exhibit A” 
and verified, for identification, by the signatures of both of the parties 
hereto; and 

Wuereas, the trustee has accepted said property in trust as aforesaid, 
Now, TuHererore, this indenture witnesseth, that, in consideration 
of the premises, the mutual covenants herein contained and other good and 
valuable considerations, the parties hereto agree as follows: 


I. Powers AND Duties oF TRUSTEE 


_ During the entire term of this agreement, the trustee shall have and retain 
ssession of and title to all property of every description coming within the 
is hereof, with full power and authority, except as herein otherwise 


sable and for the best interests of the beneficiaries hereunder, but subject 
ays to all limitations imposed thereon by this agreement; and provided 
at the trustee msy continue the trust estate or any part thereof in the form 


interests of said t iekitatian: but if the trustee elects to change any 
stment of the trust estate or to loan or invest any cash at any time in its 
hands hereunder, such loans or investments shall be in the forms of securities 
or property prescribed by the laws of the State of Ohio for the investment of 
he trust funds of trust companies, or in participations therein; and all such 
3, investments and reinvestments made by the trustee shall be only upon 
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concurrence of its trust officer and of its executive, finance, trust or other 
like committee of its Board of Directors as to the advisability of its taking 
such action. 

The trustee is further authorized as follows: 

(a) To determine whether money or property coming into its possession 
shall be treated as principal or income and to charge or apportion expenses 
to principal or income as it may deem just and equitable. 

(b) To make advances or borrow money in behalf of the trust estate upon 
such terms and conditions at any time or times during the donor’s life for 
such purposes as to it may seem desirable or proper upon obtaining the 
donor’s written approval thereto; and after the donor’s death, at any time 
or times for the improvement, protection or preservation of the trust estate; 
but for the repayment of all such advances with interest, the trustee shall 
have a lien upon the entire subject matter of the trust estate. 


II. Riaguts RETAINED BY THE DONOR 


Until the donor’s decease, the donor reserves the right, at all times 

(a) To have and collect, either directly or through the trustee, all incomes 
accruing from the subject matter hereof; 

(b) To direct the sale, investment and reinvestment of said subject matter; 

(c) To withdraw from the operation of this agreement all or any part of 
said subject matter; and 

(d) To change the beneficiaries hereunder, their shares and the plan of 
distribution to each. 

Whenever the donor desires to exercise any of the rights above reserved, 
the trustee shall at once upon donor’s written request and receipt, do all 
things and execute and deliver to the donor in due form of law, but without 
warranty by or recourse on it, any and all instruments in writing necessary 
to make effective the delivery and transfer of such property to the donor. 
Provided always, however, that the right of the donor to exercise any of the 
foregoing privileges shall be conditioned upon his repaying any advances or 
loans made by the trustee and satisfactorily indemnifying it against any 
liabilities incurred by it in the execution of this trust. 


III. DistrrsuTion uepon DEcEASE OF DONOR 
IV. DistrRisuTION IN KIND 


The trustee may make any distribution of principal directed hereunder, 
‘in kind, at its own appraisal or, upon appraisal made by three disinterested 
freeholders of Cuyahoga County, Ohio, to be selected by it, or if any one or 
more of the beneficiaries hereunder so desire, such beneficiary or beneficiaries 
shall be entitled to appoint one such appraiser, the trustee another appraiser 
and the two so chosen, if unable to fully agree upon the value of all of the 
items constituting the trust estate subject to distribution, shall appoint a 
third appraiser, and the written appraisement of any two concurring apprais- 
ers, or any such other appraiser as is authorized hereunder, shall be binding 


upon the beneficiaries hereof. 


FORM OF A LIVING TRUST AGREEMENT 339 


VY. AppITION oF Property To Trust Estate 
Additional property may be brought within the terms of this agreement 
by transferring, assigning and conveying the same to the trustee and by 
annexing hereto additional exhibits setting forth a concise description of the 
same. 




























VI. Truster’s Accounts 


The trustee shall keep accurate books of account and records showing 
all receipts, disbursements and other transactions involving the trust 
estate or any part thereof, which books of account shall at all times during 
banking hours be open to the inspection of the donor during donor’s lifetime 
and of each and all of the beneficiaries hereunder from and after the donor’s 
decease, and the donor, or said beneficiaries and each of them, as the case 
may be, shall have the right at any such time to inspect and examine the 
moneys, securities and other actual subject matter of the trust herein created 
and all papers evidencing the same, and to require and promptly receive any 
and all information and explanations which the trustee may have in its 
possession or be able to give regarding said subject matter and the trust 
herein created; and the trustee shall further render to the donor during 
donor’s lifetime, and to each of the beneficiaries hereunder from and after 
the donor’s decease, accurate statements of account on or before the tenth 
days of each January, April, July and October, which statements shall be as 
of the first days of said respective months and shall show all receipts and 
disbursements made by it during the preceding quarter year, the stateme nts 
rendered as of the first day of each January to contain, in addition thereto, 
a full and complete schedule of all securities and other property comprising 
the subject matter of said trust. 


VII. Truster’s INDEMNITY 


The donor and the beneficiary hereunder and the donor’s heirs, executors 
and administrators are hereby held and firmly bound to save and hold 
harmless said trustee and its successors, from all loss, costs, damages, 
expenses and charges, public and private, and from all litigation, groundless 
or otherwise, not arising out of its own default or neglect, which it may incur or 
in which it may be concerned arising out of the trust estate, this agreement 
or the trustee’s assumption or performance of any of its duties hereunder 
for all of which loss, costs, damages, expenses, charges and litigation the 
trustee shall have a lien upon the subject matter of this trust; and this 
provision shall remain in force and effect notwithstanding this agreement 
be otherwise terminated 

In Testimony Wuereor, the parties hereto have set their hands to dupli- 
cates hereof the day and year first above written. 

Tue GuarpIAN Trust Company 

BROED SEE: Fas'o koa oil we a's 
Vice-President 


Assistant Secretary 


APPENDIX B 
FORMS OF INSURANCE TRUST AGREEMENTS! 


Form No. 1 covers the case where the insurance policies are 
made payable to the trustee and the settlor continues to pay the 
premiums thereon. 

Form No. 2 covers the case where the insurance policies are 
made payable to the trustee and the settlor also deposits with 
the trustee securities, the income from which is to be used in 
paying the premiums on the policies. 


FORM NO. 1 


This Agreement made and executed this first day of June, 1923, between 
JOHN DOE, of Chicago, Illinois (hereinafter called the Settlor) and THE 
NORTHERN TRUST COMPANY, a corporation of Chicago, Illinois 
(hereinafter called the Trustee), WITNESSETH: 

THAT the Settlor, for and in consideration of One Dollar in hand paid, 
hereby assigns, transfers and conveys unto the Trustee and its successors 
in trust the following described Insurance Policies: 

Iafe Insurance’ Policy, (No. 22% Fe eae oes in. the? i; sso Insurance 

Company for $10,000; 

(Here describe all the policies to be covered by this Agreement.) 

TO HAVE AND TO HOLD THE SAME, together with any additional 
insurance policies that may hereafter be added to this trust subject to the 
following trusts, purposes and conditions, to-wit: 

The Settlor agrees to keep up and pay as the same become due all pre- 
miums and assessments upon said policies and it is expressly understood that 
said Trustee is not obligated in any manner to keep up or pay any such 
premiums or assessments. 

Upon the death of the Settlor the Trustee shall collect the proceeds of any 
and all insurance policies held by it hereunder and shall hold the same, less 
the costs of collection, including its own reasonable compensation for making 
such collection, as a trust fund, the income and principal of which shall be 
divided and distributed as follows: 

The net income from said trust fund shall be paid to MARY DOE, wife 
of the Settlor, if living, during the balance of her life and upon her death, or 
upon the death of the Settlor in case his said wife shall not survive him, the 
principal of the trust fund shall be divided between the descendants of the 


1 Used by courtesy of the Northern Trust Company of Chicago. 
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Settlor then living, per stirpes and not per capita, provided, however, that in 
ease any of such descendants are minors their respective shares shall be held 
in trust until they respectively reach their majority and in the meantime the 
Trustee shall use the income and a part or all of the principal if in its opinion 
necessary in whatever way it thinks best for their support and education and 
the balance of each minor’s share shall be transferred, conveyed and assigned 
to such minor upon reaching his or her majority and in case of the death 
of any such minor before reaching his or her majority then the balance of 
such minor’s share shall go to such minor’s heirs at law. 

(The above provisions for distribution of income and principal may 

be modified in any way the Settlor may wish but care must be used 

not to have the trusts extend longer than during the lives of persons 

in being at the time of the creation of the trust and twenty-one 

years thereafter.) 


POWERS OF TRUSTEE 


The Trustee shall hold, manage, care for and protect the trust estate, all in 
accordance with its best judgment and discretion. It may continue to hold 


securities or other property purchased from the Settlor’s estate and shall 


invest such part of the trust fund as may from time to time be in or be 
converted into cash in bonds, stocks, real estate mortgages, or other income- 
producing securities or property, whether within or without the State of 
Illinois. The Trustee may purchase securities or property from, and also 
may make loans or advancements to, the Executor or other representative of 
the Settlor’s Estate in case such Executor or other representative is in need 
of cash with which to pay taxes, claims or other indebtedness. Such loans or 
advancements may be secured or unsecured and in no event shall the Trustee 
hereunder be responsible or liable in any way for any loss resulting to this 
trust estate by reason of the same having been made. The Trustee shall 
have full power to sell and convey any and all of the trust estate and any 
reinvestments thereof from time to time for such prices and upon such 
terms as it shall see fit and no purchaser shall be obliged to see to the applica- 
tion of the purchase money. In general the Trustee shall have every power 
and discretion in the management of the trust estate that it would have if as 
an individual it were the absolute owner thereof. 

The Trustee shall be paid a fair and just compensation out of the trust 
estate for its services hereunder and shall also be allowed to employ such 
agents and attorneys as are reasonably necessary in managing and protecting 
the trust estate and their compensation as well as the reasonable and proper 
expenditures made or incurred by the Trustee in administering the trust, 
shall be repaid to the Trustee out of the trust estate. 


SPENDTHRIFT CLAUSE 


It is hereby expressly provided that all payments to the beneficiaries 
hereunder be made to such beneficiaries in person or upon their personal 
receipt and that no interest of any beneficiary be subject to assignment or be 
liable in any way for such beneficiaries’ debts. 
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MODIFICATION AND REVOCATION 


The Settlor reserves the right and shall have the power at any time during 
his life by instrument in writing delivered to the Trustee to modify, alter or 
terminate this Agreement, either in whole or in part, provided, however, 
that the duties, powers and liabilities of the Trustee shall not be substan- 
tially changed without its consent. In case of termination the insurance 
policies, or such of them as to which the agreement is terminated, shall be 
re-assigned and conveyed by the Trustee to the Settlor upon the Settlor 
paying to the Trustee reasonable compensation for its services. 

In Witness Whereof, the Settlor has hereunto set his hand and seal and 
the Trustee has caused this instrument to be executed by its duly authorized 
officer, the day and year first above written. 

JOHN DOE, (SEAL) 
THE NORTHERN TRUST COMPANY, 


FORM NO. 2 


This Agreement, made and executed this first day of June, 1923, between 
JOHN DOE, of Chicago, Illinois (hereinafter called the Settlor) and THE 
NORTHERN TRUST COMPANY, a corporation, of Chicago, Lllinois, 
hereinafter called ‘‘The Trustee,” WITNESSETH: 

THAT the Settlor, for and in consideration of One dollar in hand paid, 
hereby assigns, transfers and conveys unto the Trustee and its successors in 
trust the following described Insurance Policies and other property: 


INSURANCE POLICIES 


Life Insurance Policy No........ 1D, GHC: .. <3: cs See Insurance 
Company for Ten Thousand ($10,000.) dollars. 
(Here describe all the Policies to be covered by the Agreement.) 


SECURITIES 


(Here describe Securities to be covered by the Agreement.) 
TO HAVE AND TO HOLD the same, together with any additional 
Insurance Policies or Securities that may hereafter be added to this trust, 
subject to the following trusts, purposes and conditions. , 


DURING LIFETIME OF SETTLOR 


During the lifetime of the Settlor the Trustee shall out of the net income 
from Securities held by it hereunder or out of prior unexpended income, if 
any, pay the premiums on said Life Insurance Policies and in case there is 
any surplus income then the same shall be accumulated and added to the 
principal of the trust. 

In case the net income, together with any surplus income should at any 
time be insufficient to pay any or all of such premiums at any time then the 
Settlor agrees to pay any such deficit and in no event shall the Trustee be 
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obligated to pay any such premiums in case it does not have sufficient 
income on hand with which to make such payment. 


AFTER DEATH OF SETTLOR 


Upon the death of the Settlor the Trustee shall collect the proceeds of any 
and all Insurance Policies held by it hereunder and shall hold the same, less 
the expense of collection including its own reasonable compensation for 
making such collection, together with any and all securities then held by 
it as a trust fund, the income and principal of which shall be divided and 
distributed as follows: 

The net income from said trust fund shall be paid to MARY DOE, wife 
of the Settlor, if living, during the balance of her life and upon her death, 
or upon the death of the Settlor in case his said wife shall not survive him, 
the principal of the trust fund shall be divided between the descendants of 
the Settlor then living, per stirpes and not per capita, provided, however, 
that in case any of such descendants are minors their respective shares shall 
be held in trust until they respectively reach their majority and in the mean- 
time the Trustee shall use the income and a part or all of the principal if 
in its opinion necessary in whatever way it thinks best for their support and 
education and the balance of each minor’s share shall be transferred, con- 
veyed and assigned to such minor upon reaching his or her majority and in 
ease of the death of any such minor before reaching his or her majority 
then the balance of such minor’s share shall go to such minor’s heirs at law. 
_ (The above provisions for distribution of income and principal may 

be modified in any way the Settlor may wish but care must be 
used not to have the trusts extend longer than during the lives 

of persons in being at the time of the creation of the trust and 
twenty-one years thereafter.) 


POWERS OF TRUSTEE 


The Trustee shall hold, manage, care for and protect the trust estate, 
all in accordance with its best judgment and discretion. It may continue 
to hold securities or other property received by it from the Settlor or pur- 
chased from the Settlor’s estate and shall invest such part of the trust fund 
as may from time to time be in or be converted into cash in bonds, stocks, 
teal estate mortgages, or other income-producing securities or property, 
hether within or without the State of Illinois. The Trustee may purchase 
Securities or property from, and also may make loans or advancements to, 
the Executor or other representative of the Settlor’s estate in case such 
Executor or other representative is in need of cash with which to pay taxes, 
claims or other indebtedness. Such loans or advancements may be secured 
Or unsecured and in no event shall the Trustee hereunder be responsible 
liable in any way for any loss resulting to this trust estate by reason of the 
Same having been made. The Trustee shall have full power to sell and con- 
any and all of the trust estate and any reinvestments thereof from time 
time for such prices and upon such terms as it shall see fit and no pur- 
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chaser shall be obliged to see to the application of the purchase money. 
In general the Trustee shall have every power and discretion in the manage- 
ment of the trust estate that it would have if as an individual it were the 
absolute owner thereof, 

The Trustee shall be paid a fair and just compensation out of the trust 
estate for its services hereunder and shall also be allowed to employ such 
agents and attorneys as are reasonably necessary in managing and protecting 
the trust estate and their compensation as well as the reasonable and proper 
expenditures made or incurred by the Trustee in administering the trust, 
shall be repaid to the Trustee out of the trust estate. 


SPENDTHRIFT CLAUSE 


It is hereby expressly provided that all payments to the beneficiaries 
hereunder be made to such beneficiaries in person or upon their personal 
receipt and that no interest of any beneficiary be subject to assignment or 
be liable in any way for such beneficiaries’ debts. 


MODIFICATION AND REVOCATION 


The Settlor reserves the right and shall have the power at any time during 
his life by Instrument in writing delivered to the Trustee to modify, alter or 
terminate this Agreement either in whole or in part provided, however, 
that the duties, powers and liabilities of the Trustee shall not be substantially 
changed without its consent. In case of termination the trust property or 
the portion thereof as to which the agreement is terminated shall be recon- 
veyed by the Trustee to the Settlor to be held by him freed from the trusts 
hereby created. 

(There are possible advantages from both income and inheritance 
tax standpoints to have the trust irrevocable or at least to provide 
that under any modification of the trust the Settlor cannot reclaim 
the income for himself.) 

In Witness Whereof, the Settlor has hereunto set his hand and seal and 
the Trustee has caused this instrument to be executed by its duly authorized 
officer, the day and year first above written. 

JOHN DOE, (SEAL) 
THE NORTHERN TRUST COMPANY, 
BYiok soc -s airs oso be aslay ese clo 0 oe Shee 


APPENDIX C 
RULES FOR DELIVERY' 


New York Srock EXxcHAaNGE 


COMMITTEE ON SECURITIES 
(Art. XXV, Sec. 3, ConstiruTion) 


oz Securities admitted to dealings upon the New York Stock Exchange 
istered and Transferable in the Borough of Manhattan, City of New 
York, in conformity with the requirements of Section 1, Art. XX XIII of 
the Constitution, are a delivery: 
(a) Certificates of Stock for 100 shares or odd lots aggregating 100 shares, 
with irrevocable Assignment for each Certificate, and in the name of a 
ember or a member’s firm, registered and doing business in the Borough 
of Manhattan. Certificates for the exact amount or aggregating the 
amount of an odd lot. 
(b) Or with irrevocable Assignment witnessed by a member, or correctness 
of signature guaranteed by a member or a member's firm. 
_ (c) Or with irrevocable Assignment and each Power of Substitution wit- 
nessed by a member or correctness of signature guaranteed by a member or a 
member’s firm. 
(d) Coupon Bonds payable to Bearer, in denominations of $500 or $1,000 
each, with proper coupons of the bond’s number securely attached. Small 
fonds, under $500, or large bonds over $1,000, only in special transactions, 
that in transactions in United States Victory or Liberty Loan coupon 
bonds, denominations of $5,000 and $10,000 when such pieces are exchange- 
able for $1,000 or $500 denomination, may be delivered. 
The money value of a missing coupon may be substituted only with the 
consent of the Committee on Securities for each delivery. 
- Coupon Bonds exchangeable into Registered Bonds and Convertible 
Bonds must carry all unpaid and unmatured Coupons. 
(e) Registerable Coupon Bonds in denominations of $500 or $1,000, 
registered to Bearer, or when transfer books are closed with an Assignment to 
Bearer for each bond by a member or his firm or witnessed by a member, or 
the correctness of the signature guaranteed by a member or his firm, regis- 
tered and doing business in the Borough of Manhattan. Provided, however, 
t when coupon bonds may be “registered for voting purposes only” and 
h registration does not affect the negotiability of the bonds, such bonds 
y be delivered with such registration thereon. 
‘Used by courtesy of New York Stock Exchange. 
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(f) Registered Bonds in denominations of not less than $500 and not 
exceeding $10,000 properly assigned. 


2. Securities contracted for in amounts exceeding 100 shares of Stock 


or $1,000 in Bonds, may be tendered in lots of 100 shares of Stock or $1,000 
in Bonds, or any multiple of either, and must be accepted and paid for as 
delivered, except that in the case of Bonds sold ‘‘ Delayed Delivery,” the 
full lot must be tendered, unless otherwise mutually agreed. 

3. Securities with Assignment, or Power of Substitution, signed by an 
Insolvent, are not a delivery. During the close of transfer books, such 
securities held by others than the insolvent, are a delivery if accompanied 
by an affidavit for each certificate or bond, that said securities were held on 
a date prior to the insolvency. | 

Securities with Assignment or with Power of Substitution, guaranteed 
by a member or his firm, suspended for Insolvency, are not a delivery and 
must be reguaranteed by a solvent member or his firm. 

4. Securities with an Assignment or a Power of Substitution executed 
by a firm that has ceased to exist are not a delivery, except during the closing 
of the transfer books. The assignment must be proved or acknowledged 
before a Notary Public. (Form No. 3, and for witness No. 9.) 

Securities with either the Assignment or any Power of Substitution wit- 
nessed by a deceased person are not a delivery. 

5. Securities assigned, or a Power of Substitution by a firm that has 
dissolved and is succeeded by one of the same name, are a delivery, when the 
new firm shall have signed the statement ‘‘ Execution guaranteed,” under a 
date subsequent to the formation of the new firm. 

6. Securities in the name of a corporation or an institution, or in a name 
with official designation, are a delivery only when the statement “Proper 
papers for transfer filed by assignor’’ is placed on each assignment and signed 
by the Transfer Agent. 

7. Securities with an Assignment or a Power of Substitution signed by 
a deceased person, Trustees, Guardians, Infants, Executors, Administrators, 
Assignees and Receivers in Bankruptcy, Agents or Attorneys are not a 
delivery. 

8. Securities assigned by a Married Woman are not a delivery. A 
joint assignment and acknowledgment by husband and wife before a Notary 
Public will make such security a delivery only while the transfer books are 
closed. (Form No. 4.) 

9. Securities in the name of an Unmarried Woman, with the prefix 
“Miss,” are a delivery without notarial acknowledgment, when signed 
“Miss.” 

10. Securities in the name of an Unmarried Woman (without the prefix 
““Miss”’), or a Widow are a delivery only when the Assignment is acknowl- 
edged before a Notary Public (Form No. 5.) 

11. Securities of a Company whose transfer books are closed indefinitely 
for any reason, legal or otherwise, the Assignment and each Power of Sub- 
stitution must be acknowledged before a Notary Public. (Forms Nos. 
2, 3, for witness, 8 and 9.) 
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12. Securities in the name of Foreign Residents are not a delivery on 
_ the day the transfer books are closed for payment of a Dividend or Registered 
interest, and reclamation can only be made on that day. 

13. Securities in the name of Foreign Residents must be accompanied 
by an acknowledgment before a United States Consul or Morgan Grenfell & 
Co., London, when required by transfer agents. 

Several companies having transfer offices at Grand Central Station, New 
York, make this requirement. 

14. Certificate of stock on which the name of a transferee has been 
filled in error, may be made a delivery during the closing of the transfer books 
by ruling of the Committee on Securities. Necessary form of release, can- 
cellation and reassignment will be furnished on application to the Committee 
on Securities. 

15. An endorsement by a member or his firm registered and doing busi- 
ness in the Borough of Manhattan of (or the signature as a witness by such a 
member of a signature to) an Assignment or a Power of Substitution, is a 
guarantee of its correctness. Each Power of Substitution, as well as the 
Assignment, must be so guaranteed, or witnessed. 

16. The Receiver of Stock may demand delivery by transfer when the 
transfer books are open, and must give ample time in which to make transfer. 
The Seller may demand payment for the securities at the time and place of 
transfer. The Seller may make delivery by transfer when personal liability 
attaches to ownership. 

17. When a claim is made for a dividend on Stock after the transfer 
books have been closed, the party in whose name the stock stands may 
require from the claimant presentation of the certificate, a written statement 
that he was the holder of the Stock at the time of the closing of the books, a 
guarantee against any future demand for the same and the privilege to 
record on the certificate evidence of the payment by Cash or Due Bill. 

18. “Coupon Bonds issued to Bearer, having an endorsement upon them 
not properly pertaining to them as a security, must be sold specifically as 
‘Endorsed Bonds,’ and are not a delivery, except as ‘Endorsed Bonds.’”’ 
Extract from Resolutions of Governing Committee, adopted May 23, 1883. 
A definite name of a person, firm, corporation, an association, ete., such 
as “‘John Smith,” “Brown, Jones & Co.,”  “‘Consolidated Bank,” appearing 
upon a Coupon Bond, and not placed there for any purpose of the Company 
by any of its officers, implies ownership, and is an ‘‘ Endorsed Bond”’ under 
the above resolution. 

19. Any endorsement on a Coupon Bond, stating that it has been depos- 
ited with a State for bank circulation or insurance requirement, may be 
_ released and release acknowledged before a Notary Public; it will then 
_ be a delivery as a “Released Endorsed Bond.” 


’ a 
“Riguts’’ To SuBscRIBE 


20. Assignments of “ Rights,”’ with the signature of the assignor, witnessed 
_ and guaranteed in the same manner as other Assignments, as provided in 
_ these rules, are a delivery: 
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(a) An Assignment of the “Rights” accruing on each 100 shares, or, 
Assignments of “Rights” on odd lots aggregating the ‘‘ Rights” on odd lots 
aggregating the “‘Rights’”’ on 100 shares. 

(b) An Assignment for the exact amount, or Assignments aggregating 
the amount, on a sale of the “Rights” accruing on an odd lot of stock. 

21. Assignments of ‘‘Rights”’ in the name of a Married Woman, Widow 
or an Unmarried Woman are a delivery without notarial acknowledgment. 

22. Assignments of ‘“‘ Rights’ made by a deceased person or a firm that 
has ceased to exist are not a delivery, and must be taken back by the party 
delivering them. 

23. Assignments of ‘‘Rights” signed by Trustees, etc., or for corpora- 
tions, etc., are not a delivery, until passed by the Committee on Securities. 

24. “Rights” may be dealt in after a day to be fixed by the Committee 
on Securities. Warrants for Rights are deliverable upon a subsequent day 
to be fixed by the Committee, after said day all dealings shall be as in other 
securities. 

25. Due Bills for ‘‘ Rights” accompanying stock which, by ruling of the 
Committee on Securities, does not sell ‘‘Ex Rights” at the closing of the 
books, must be redeemed on a day fixed by the Committee on Securities. 

26. Contracts in Warrants for ‘Rights’? may be enforced “under the 
rule.” 

Reference is made to Section 2 of Article XXXII of the Constitution for 
method of settlement of contracts carrying “‘Rights’’ other thant hose covered by 
24 and 25 of these Rules, and also for Rights accruing during the pendency of 
a contract. 


RECLAMATIONS 


27. Reclamation for irregularity in a security, when such irregularity 
affects only its currency in the market, must be made within ten days from 
day of delivery of the security. (Article X XIX, Constitution.) A security 
with an irregularity having been delivered may be returned up to 2:15 o’clock 
p.m. to the party who delivered it, who must immediately give the party 
presenting it either the security in proper form for delivery, or pay the 
market price of the security, and assume all liability for non delivery. In ~ 
the latter case, the security in proper form may be delivered to the claimant 
before 2:15 p.m., and the amount paid shall be returned. 


SIGNATURES TO ASSIGNMENTS AND Due BILLS 


28. The signature to an Assignment or a Power of Substitution must be 
technically correct, i.e., it must correspond in every particular, without any 
change, with the name in which the security is issued, and the name of the 
Attorney or Substitute. 

The date of an Assignment or a Power of Substitution must be legible, 
and any correction properly noted by the signer. 

(a) Titles must be prefixed or affixed to signatures, exactly as they are 
in the name in which the security is issued. 
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; (b) “Brothers” or “Bros.’’ must be written as it appears in the security. 

(c) “And” or “&,’”’ “Company” or ‘Co.’”’ may be written either way. 

(d) “Mr.,” Messrs.,”’ ‘Esq.,”” or the Residence or Business Address of 

an individual or firm need not be made part of the signature. 

(e) Due Bills must be signed or guaranteed by a member or a firm regis- 

tered and doing business in the Borough of Manhattan. 

The Committee recommends: 

That Transfer Agents be given the exact form of the name to which securities 

are to be transferred. 

That the signatures of all members and the firm signatures of each of the 

partners in a member's firm, doing business in Borough of Manhattan, be filed 
with transfer offices in order to secure promptness of transfer of securities. 




























ASSIGNMENTS AND NOTARIAL ACKNOWLEDGMENTS 


29. A detached Assignment of a security, must contain provision for the 
appointment irrevocable of an attorney, and substitute and a full description 
of the security, i.e., name of Company, Issue, Certificate or Bond Number 
and amount (the latter written in words and numerals), and must be acknowl- 
edged before a Notary Public with seal and date. This description must be 
in the same handwriting as the other facts stated. A separate Assignment 
must accompany each certificate or bond. (See Form No. 10 for Detached 
Assignment and Forms No. 11 and No. 12 for Acknowledgments.) 

30. In the acknowledgment of an Assignment or Power of Substitution 
in the name of an individual, the Notary Public must certify with seal and 
_ date that he knows the person signing to be the person named in the security, 
or in the Power of Substitution and that the signer acknowledged his signa- 
ture. (Form No. 2.) 

31. An Assignment or Power of Substitution in the name of a firm, the 
Notary Public must certify that he knows the person and knows him to be, or 
to have been on the date of execution a member of the firm, and that he 
acknowledged that he executed the Assignment or Power of Substitution as 
the act and deed of the firm. (Form No. 3.) 

32. In proving, before a Notary Public, an Assignment or Power of Sub- 
stitution, the witness must make deposition that he knows the person who 
executed the Assignment or Power of Substitution, to be the person named 
in the Security or Assignment, and saw the signer execute the same. For 
Assignments of Securities in the name of a firm, the witness must make 
deposition that he knows the party signing to be (or to have been at the date 
of execution) a member of the firm. (Forms 8 and 9.) 

33. Any alteration in the wording of an Assignment, must be stated over 
the signature of the party signing. 

34. Any alteration in a Notarial Acknowledgment, must be noted by 
signature of the Notary. 
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INTEREST-PAYING BONDS 
Ruues ror Deaine ‘AND INTEREST”’ 


As amended November 21, 1923 


35. In settlement of Contracts in INTEREST PAYING BONDS 
interest at the rate specified in the bond shall be computed up to but not 
including the day of maturity of contract in all cases except ‘‘time option” 
contracts and “regular way delayed delivery” contracts. 

36. On a Contract in Interest Paying Bonds ‘‘SELLER’S OR BUYER’S 
OPTION” at a rate agreed upon (as Seller or Buyer 20, 2%), the interest 
specified in the bond shall be computed to and including the day of sale; and 
thereafter interest at the agreed rate shall be computed on the Contract price 
plus accrued interest. An agreed rate of interest must be computed for 
actual elapsed days, 

On a contract in interest paying bonds “REGULAR WAY DELAYED 
DELIVERY,” interest at the rate specified in the bond shall be computed 
up to but not including the next ‘‘delivery day”’ following the date of the 
transaction and shall be “‘flat”’ thereafter unless otherwise agreed. 

37. Contracts made after default in payment of interest and during 
continuance of default shall be ‘“‘flat.” 

38. Bonds upon which the interest is in default shall carry all unpaid 
coupons. 

39. REGISTERED BONDS will not sell Ex interest on the day the books 
close for payment of interest. In settlement of Contracts in Interest 
Paying Registered Bonds, interest must be added to the date of maturity 
of Contract, and a Due Bill, signed by the party in whose name the bond 
stands for the full amount of the interest to be paid by the Company, must 
accompany the bond until interest is paid; the Due Bill issued by a non- 
member must be paid when due by the Exchange member or firm guarantee- 
ing it. 

40. Interest at the rate specified in an Interest Paying Bond must be 
computed on a basis of a 360-day-year, 7.e.: 


Every calendar month is }{2 of 360 days = 30 days, 
Every period from a date in one month to the same 
date in the following month is 30 days. 


41. Income Bonds must be dealt in “flat.” 

At a meeting of the Committee on Securities held April 24, 1924, Rule 42 
of the Rules for Delivery was amended to read as follows: 

42. Bonds dealt in “‘ And Interest’’ delivered on dates on which interest is 
due and payable, shall be without the coupon due on such date. 

43. In all transactions involving the payment of interest, where the 
amount of such interest equals or exceeds five mills, it shall be considered 
as one cent, fractions of a cent less than five mills to be dropped; this rule 
to apply to loaned and borrowed securities, interest on bonds, transfers of 
accounts and all other transactions. 
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ee Form or AssIGNMENT 

Form No. 1. 

_ Form of Assignment on a Certificate of Stock Accepted by the Committee on 
_ List: 


_ FOR VALUE RECEIVED........ hereby sell, assign, and transfer 
eo vce ince sae sa sce ans: Shares 
of the Capital Stock represented by the within Certificate, and do hereby 


EES COMBUGULE ANG APPOMG. ...2.. 0.20.0 ee tects ete eenees 
Attorney to transfer the said stock on the Books of the within named Com- 
pany with full power of substitution in the premises. 


Mea) 0) 8i Gr = © © ee 6 06 06 eh ew es B86 Ke 


Form or Power OF SUBSTITUTION 
Form No. 1(a). 


Power of Substitution to be placed on the back of a Certificate when 
name of Attorney has been filled in with the name of an individual or a firm. 

“TI (or we) hereby irrevocably constitute and appoint................+-- 
re my (or our) substitute to transfer the within 
mamed Stock under the foregoing power of Attorney, with like power of 
Substitution.” 


ema Ble v8 SD Dis.’ & Weel 6 cs ee ee Pee 6 8 


In the Presence of 
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ForMs For NorarIAL ACKNOWLEDGMENTS AND DEPOSITIONS PRESCRIBED 
BY THE COMMITTEE ON SECURITIES 

Form No. 2. 


Acknowledgment by an Individual, by Whom an Assignment or a Power of 
Substitution Is Executed. 


MLAMEIOL ek a... os os 
ss 
NSOMDY EOI as coe a ee x oe | 
Onegunise ss see... ; day 46f 2214 2 eee Be 19): ya before me 
a Notary Lublic for the County of7-22 eee ee eee personally appeared 


ORM Rc shes . eo to me known, and known to me to be the individual 
named in the within Certificate, and described in and who executed the 
foregoing instrument, and acknowledged to me that he executed the same. 


ee | x: aha ind Gi aaite Baa cto ereme te eres eae 


If used for a Power of Substitution, substitute for the word Instrument, 





“Power of Substitution, dated.............. 1908 ae ,’ the date referred 
to filled in. 
Form No. 3. 

Acknowledgment for Firm. 
ee ear 

Ss 

EOUNGYIOL..... cee eee 

ny Chis’... 2 220 arse eee Cay Olen) 5 “ea eee 193.0 before me 
a Notary Public for the County of.................. personally appeared 
ES ER RIE Es to me known, and known to me to be one of the firm 
Ue, vo. 5 cise cs Rak ee named in the within certificate, and 


described in and who executed the foregoing instrument, and acknowledged 
to me that he executed the same as the act and deed of said firm. 


BE | ae ne ae Cee 
If used for a firm that has dissolved, omit the word “‘be” in third line and 


substitute the words “have been on................-- 19. See a 


If used for a Power of Substitution, executed by a firm that has dissolved, 


substitute for the word Instrument, ‘‘ Power of Substitution, dated. ....... 
uct eee SER 19......” the dates referred to filled in. 
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No. 4. 
r Acknowledgment of Execution of an Assignment Made by Husband and 










; Ss. 
oun ty 003k 

MUONS. ¢,........... ee AO 19.... before me 
a ANIC eek Pn her husband, both of them 


nown to me, and they severally acknowledged that they executed the fore- 
ig (or within) Assignment and Power of Attorney, for the purpose therein 
ntioned. 


No. 5. 
owledgment of an Assignment Executed by an Unmarried Woman or a 


RI icc eee eee EN NRE a ae tik iat a lats 19.... before me 
yersonally came.................. to me known and known to me (or 

isfactorily proven to me) to be an unmarried woman (or widow) and 
known to me to be the same person named in the within certificate of stock 
und described in and who executed the foregoing (or within) Assignment and 
| r of Attorney, and acknowledged to me that she executed the same 


for the purpose named. 
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Form No. 6. 


Notarial Acknowledgment for Assignment or a Power of Substitution Eze- 
cuted by a Member Suspended for Insolvency. 


Staterobee-wreee at 


SS. 
WomtyrOle ee see cscs 5 os 

OnmRUnIstet eects we ees Sate day. Of. ss (eee ee 19.... before 
me,a Notary: Public for the County of. ...22). 2). 55g personally 
APPEATEU YS eis eke 2's Sta to me known and known.................. 


to me to be the individual named in the within certificate; and described in 
and who executed the foregoing Instrument, and acknowledged to me that 
he executed the same on..............-.-- TO: Se oee 


5 Shanes Scteag He oe RE kee 


If used for a Power of Substitution, substitute the words ‘Power of 
HUbstiuUionm Gateducepe ease es aes 19 ee ” for the word “Instrument.” 


Form No. 7. 


Notarial Acknowledgment for Assignment or a Power of Substitution Exe- 
cuted by a Firm Suspended for Insolvency. 


Be ere 
ss 
CWountysors.aiiccrsen care 

One thiss te tance ae eee Gay: Of acess heroes ee 19% 28 before 
me, a Notary Public for the County of: .>-— .: 57. 0eeeeeeee personally 
Appeared - oe eke aye he ae ees to me known and known to me to be 
one iol the firm) Of) 72.2 720. oes acee en ema ee named in the 


within Certificate, and described in and who executed the foregoing Instru- 
ment, and acknowledged to me that he executed the same on............ 
IGE as the act and deed of said firm. 


Saae.| 7 eee 
If used for a firm that has dissolved, substitute the words ‘‘have been”’ for 
the word “be” in fourth line. 


For a Power of Substitution, substitute the words “‘ Power of Substitution 
datedamteoeoosienec sce [Os eae ,’ for the word ‘‘ Instrument.” 
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For: No. 8. 


_ Deposition by a Witness of the Execution of an Assignment or a Power of 
Substitution by an Individual. 


St ort. 
" ss. 


me, a Notary Public for the County of.................... personally 
0 to me known, who being by me first duly 
i" ia orn did depose and say that he resides at.................... that he 
8 ee named and described in the.................. 
astrument, which was signed in witness’ presence. 





Mite te a pl ove) nin oe is we Ss 6 2 8.6 «6 4 * Cie se Se 6 


If used for a Power of Substitution, executed by an individual, see instruc- 
ons in Form No. 2. 


Form No. 9. 


Deposition by a Witness of the Execution of an Assignment or a Power of 
bstitution by a Firm. 


re 
. ss. 


Ce unty of.... 


ee RR Oe a sin 5G pice before me 
Notary Rumer aor the. Comiy/Of. . oc... sec ee es cecuse’ personally 
Ee to me known, who, being by me first duly 


worn, did depose and say that he resides at...............0000- that he 
Bc anda ices. and knew him to be one of the firm of................ 
ned and described in the................ instrument, which was 


signed in witness’ presence. 


BER nero tanretetcoasr et marer ns eesers 


Tf used for a firm that has dissolved, or for a Power of Substitution exe- 
uted by a firm that has dissolved, see instructions in Form No. 3. 
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DETACHED ASSIGNMENT AND POWER OF ATTORNEY FOR STOCKS OR BONDS 


Form No. 10. 


For value received... 2.00. .6.4..025+0p5es ss tone vl 
have bargained, sold, assigned, and transferred, and by these presents do 


bargain; sell, assign and transfer unto. ..:<............... see 
HALES MOlMGNe.. cu. poh Sack case oak Capital Stock (or one (1) Bond) 
Omi hemrrmr He hhh ek os Cees standin@ un... 2225...5....aee eee 
name.onhe books of. said.........=s6es45 2 see 4 ee represented 
byaCertiiieate: (or bond for..'; .< i :-peeeee eee es. $. 2. Ace ee ) 
INO P a ince. ciky! ere wiih san Geen re do hereby constitute and 
AD POUND see oe Sis Aa oro 3 oe). dents eee aloe, dl elacies pe true and 
lawful attorney, irrevocable for... ..¢.2%/:< «.:\«/ 2m. -2 2 and in 
30th gtd ec eae name and stead, but to:.....- s)s= eee 


use, to sell, assign, transfer and set over, all or any part of the said stock, and 
for that purpose to make and execute all necessary acts of assignment and 
transfer, and one or more persons to substitute with like full power, hereby 
ratifying and confirming all that...............+0: 52 =e 
eee tee eee said Attomey Or): /..6. } 2.000) 13 ee 
substitute or substitutes shall lawfully do by virtue hereof. 


In Presence of 


Form No. 11. 


Acknowledgment on a Detached Assignment Made by an Individual 


Se Oe ed 
SS. 
eric eee 
One ythiste 4) Slr ee, ere eine day OL. 7... 2.5 0. oe 19. are before 
me; a Notary Public forthe County of... .2...-.. 3s ee 
personally came... 4,2 4. a5 «eae Neuere ee to me known 


to be the individual named in the annexed Certificate of Stock (or Bond) and 
described in and who executed the foregoing Instrument, and acknowledged 
to me that he executed the same. 


ans | si aridga cay Gust Bh “eid eysideued cpeaceh Gaeta rN cree get eer 
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re 5 eases NEVER ho aire ere iiss LO 3. xs DOLORES 
a pny MUN NOE CRIGTOHSIEINUS WES M2 ice nie es ccs oes ca nce eee ess 
NN a IIE oa Oia 8 Cink, ci. again. 9+ 85> to me known 
d eetten to mo to PONIES ASE PUES RENIN ER eta foe ae ps ies Ani's, » a 0, dhe wre mw 6 


umed in the annexed Certificate of Stock (or Bond) and described in and 
vho executed the foregoing Instrument, and acknowledged that he executed 
he same as the act and deed of said firm. 


aie Ce Ce eee ee oe wine 6 he Sh Se Me RD Sa See © 


) If used for a firm that has dissolved, see instructions in Form No. 3. 


APPENDIX D 


UNIFORM STOCK TRANSFER LAW 
(As adopted in New York) 


Laws or New Yor«k 
Chap. 600 


AN ACT to amend the personal property law, relative to transfers of shares 
of stock in corporations. 

Became a law May 17, 1913, with the approval of the Governor. Passed, 
three-fifths being present. 


The People of the State of New York, represented in Senate and Assembly, 
do enact as follows: 

Section 1. Chapter forty-five of the laws of nineteen hundred and nine, 
entitled ‘‘An act relating to personal property, constituting chapter forty- 
one of the consolidated laws,” is hereby amended by adding thereto a new 
article, to be article six, consisting of twenty-five sections, to be sections one 
hundred and sixty-two to one hundred and ‘eighty-six, inclusive, and to 
read respectively as follows: 


ARTICLE 6 


§ 162. How title to certificates and shares may be transferred. Title 
to a certificate and to the shares represented thereby can be transferred only, 

(a) By delivery of the certificate indorsed either in blank or to a specified 
person by the person appearing by the certificate to be the owner of the 
shares represented thereby, or 

(b) By delivery of the certificate and a separate document containing a 
written assignment of the certificate or a power of attorney to sell, assign or 
transfer the same or the shares represented thereby, signed by the person 
appearing by the certificate to be the owner of the shares represented 
thereby. Such assignment or power of attorney may be either in blank or 
to a specified person. 

The provisions of this section shall be applicable although the charter or 
articles of incorporation or code of regulations or by-laws of the corporation 
issuing the certificate and the certificate itself provide that the shares 
represented thereby shall be transferable only on the books of the corpora- 
tion or shall be registered by a registrar or transferred by a transfer agent. 

* So in original. 
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§ 163. Powers of those lacking full legal capacity and of fiduciaries not 
enlarged. Nothing in this article shall be construed as enlarging the powers 
of an infant or other person lacking full legal capacity, or of a trustee, execu- 
tor or administrator, or other fiduciary, to make a valid indorsement, 
_ assignment or power of attorney. 

§ 164. Corporation not forbidden to treat registered holder as owner, 
Nothing in this article shall be construed as forbidding a corporation, 

(a) To recognize the exclusive right of a person registered on its books as 
the owner of shares to receive dividends, and to vote as such owner, or 

(b) To hold liable for calls and assessments a person registered on its books 
as the owner of shares. 
 § 165. Title derived from certificate extinguishes title derived from a 

separate document. The title of a transferee of a certificate under a power 
of attorney or assignment not written upon the certificate, and the title 
of any person claiming under such transferee, shall cease and determine if, 
at any time prior to the surrender of the certificate to the corporation 
issuing it, another person, for value in good faith, and without notice of the 
prior transfer, shall purchase and obtain delivery of such certificate with the 
indorsement of the person appearing by the certificate to be the owner 
thereof, or shall purchase and obtain delivery of such certificate and the 
written assignment or power of attorney of such person, though contained 
in a separate document. 

§ 166. Who may deliver a certificate. The delivery of a certificate 
to transfer title in accordance with the provisions of section one hundred 
and sixty-two is effectual, except as provided in section one hundred and 
sixty-eight, though made by one having no right of possession and having 
no authority from the owner of the certificate or from the person purporting 
to transfer the title. 

§ 167. Indorsement effectual in spite of fraud, duress, mistake, revoca- 
tion, death, incapacity or lack of consideration or authority. The indorse- 
ment of a certificate by the person appearing by the certificate to be the 
owner of the shares represented thereby is effectual, except as provided in 
section one hundred and sixty-eight, though the indorser or transferor, 

(a) Was induced by fraud, duress or mistake to make the indorsement or 
delivery, or 

(b) Has revoked the delivery of the certificate, or the authority given by 
the indorsement or delivery of the certificate, or 

(c) Has died or become legally incapacitated after the indorsement, 
whether before or after the delivery of the certificate, or 

(d) Has received no consideration. 

§ 168. Rescission of transfer. If the indorsement or delivery of a certifi- 

cate, 
_ (a) Was procured by fraud or duress, or 
(b) Was made under such mistake as to make the indorsement or delivery 
inequitable; or 
If the delivery of a certificate was made 
(c) Without authority from the owner, or 
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(d) After the owner’s death or legal incapacity, the possession of the 
certificate may be reclaimed and the transfer thereof rescinded, unless: 

1. The certificate has been transferred to a purchaser for value in good 
faith without notice of any facts making the transfer wrongful, or, 

2. The injured person has elected to waive the injury, or has been guilty 
of laches in endeavoring to enforce his rights. 

Any court of appropriate jurisdiction may enforce specifically such right 
to reclaim the possession of the certificate or to rescind the transfer thereof 
and, pending litigation, may enjoin the further transfer of the certificate or 
impound it. 

§ 169. Rescission of transfer of certificate does not invalidate subsequent 
transfer by transferee in possession. Although the transfer of a certificate 
or of shares represented thereby has been rescinded or set aside, nevertheless, 
if the transferee has possession of the certificate or of a new certificate 
representing part or the whole of the same shares of stock, a subsequent 
transfer of such certificate by the transferee, mediately or immediately, to a 
purchaser for value in good faith, without notice of any facts making the 
transfer wrongful, shall give such purchaser an indefeasible right to the 
certificate and the shares represented thereby. 

§ 170. Delivery of unindorsed certificate imposes obligation to indorse. 
The delivery of a certificate by the person appearing by the certificate to 
be the owner thereof without the indorsement requisite for the transfer of 
the certificate and the shares represented thereby, but with intent to transfer 
such certificate or shares, shall impose an obligation, in the absence of an 
agreement to the contrary, upon the person so delivering, to complete the 
transfer by making the necessary indorsement. The transfer shall take 
effect as of the time when the indorsement is actually made. This obligation 
may be specifically enforced. 

§ 171. Ineffectual attempt to transfer amounts to a promise to transfer. 
An attempted transfer of title to a certificate or to the shares represented 
thereby without delivery of the certificate shall have the effect of a 
promise to transfer and the obligation, if any, imposed by such promise 
shall be determined by the law governing the formation and performance 
of contracts. 

§ 172. Warranties on sale of certificate. A person who for value transfers 
a certificate, including one who assigns for value a claim secured by a cer- 
tificate, unless a contrary intention appears, warrants— 

(a) That the certificate is genuine, 

(b) That he has a legal right to transfer it, and 

(c) That he has no knowledge of any fact which would impair the valid- 
ity of the certificate. 

In the case of an assignment of a claim secured by a certificate, the 
liability of the assignor upon such warranty shall not exceed the amount of 
the claim. 

§ 173. No warranty implied from accepting payment of a debt. A 
mortgagee, pledgee or other holder for security of a certificate who in good 
faith demands or receives payment of the debt for which such certificate is 


al 
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security, whether from a party to a draft drawn for such debt, or from any 
other person, shall not by so doing be deemed to represent or to warrant the 
genuineness of such certificate, or the value of the shares represented 
thereby. 

§ 174. No attachment or levy upon shares unless certificate surrendered 
or transfer enjoined. No attachment or levy upon shares of stock for which 
a certificate is outstanding shall be valid until such certificate be actually 
seized by the officer making the attachment or levy, or be surrendered to 
the corporation which issued it, or its transfer by the holder be enjoined. 
Except where a certificate is lost or destroyed, such corporation shall not be 
compelled to issue a new certificate for the stock until the old certificate is 
surrendered to it. 

_ § 175. Creditor’s remedies to reach certificate. A creditor whose 

debtor is the owner of a certificate shall be entitled to such aid from courts 
of appropriate jurisdiction, by injunction and otherwise, in attaching such 
certificate or in satisfying the claim by means thereof as is allowed at law or 
in equity, in regard to property which cannot readily be attached or levied 
upon by ordinary legal process. 

§ 176. There shall be no lien or restriction unless indicated on certificate. 
There shall be no lien in favor of a corporation upon the shares represented 
by a certificate issued by such corporation and there shall be no restriction 
upon the transfer of shares so represented by virtue of any by-law of such 
corporation, or otherwise, unless the right of the corporation to such lien 
or the restriction is stated upon the certificate. 

§ 177. Alteration of certificate does not divest title to shares. The 
alteration of a certificate, whether fraudulent or not and by whomsoever 
made, shall not deprive the owner of his title to the certificate and the 
shares originally represented thereby, and the transfer of such a certificate 
shall convey to the transferee a good title to such certificate and to the 
_ shares originally represented thereby. 

§ 178. Lost or destroyed certificate. Where a certificate has been lost 
or destroyed, a court of competent jurisdiction may order the issue of a new 
certificate therefor on service of process upon the corporation and on reason- 
able notice by publication, and in any other way which the court may direct, 
to all persons interested, and upon satisfactory proof of such loss or destruc- 
tion and upon the giving of a bond with sufficient surety to be approved by 
the court to protect the corporation or any person injured by the issue of a 
new certificate from any liability or expense, which it or they may incur 
by reason of the original certificate remaining outstanding. The court 
may also in its discretion order the payment of the corporation's reasonable 
costs and counsel fees. The issue of a new certificate under an order of the 
court as provided in this section shall not relieve the corporation from liabil- 
ity in damages to a person to whom the original certificate has been or shall 
be transferred for value without notice of the proceedings or of the issuance 
of the new certificate. 

§ 179. Rule for cases not provided for by this act. In any case not 
provided for by this act, the rules of law and equity, including the law 


362 TRUST DEPARTMENTS 


merchant, and in particular the rules relating to the law of principal and 
agent, executors, administrators and trustees, and to the effect of fraud, 
misrepresentation, duress or coercion, mistake, bankruptcy or other invali- 
dating cause, shall govern. 

§ 180. Interpretation shall give effect to purpose of uniformity. This 
act shall be so interpreted and construed as to effectuate its general purpose 
to make uniform the law of those states which enact it. 

§ 181. Definition of indorsement. A certificate is indorsed when an 
assignment or a power of attorney to sell, assign or transfer the certificate 
or the shares represented thereby is written on the certificate and signed by 
the person appearing by the certificate to be the owner of the shares repre- 
sented thereby or when the signature of such person is written without more 
upon the back of the certificate. In any of such cases a certificate is indorsed 
though it has not been delivered. 

§ 182. Definition of person appearing to be the owner of certificate. 
The person to whom a certificate was originally issued is the person appear- 
ing by the certificate to be the owner thereof, and of the shares represented 
thereby, until and unless he indorses the certificate to another specified 
person, and thereupon such other specified person is the person appearing 
by the certificate to be the owner thereof until and unless he also indorses 
the certificate to another specified person. Subsequent special indorsements 
may be made with like effect. 

§ 183. Other definitions. 1. In this article, unless the context or subject- 
matter otherwise requires— 

“Certificate” means a certificate of stock in a corporation organized under 
the laws of this state or of another state whose laws are consistent with this 
act. 

‘Delivery’? means voluntary transfer of possession from one person to 
another. 

“Person” includes a corporation or partnership or two ormore persons 
having a joint or common interest. 

To “purchase” includes to take as mortgagee or as pledgee. 

‘‘Purchaser”’ includes mortgagee and pledgee. 

‘“‘Shares” means a share or shares of stock in a corporation organized 
under the laws of this state or of another state whose laws are consistent 
with this act. 

“State” includes state, territory, district and insular possession of the 
United States. 

““Transfer’’ means transfer of legal title. 

“Title” means legal title and does not include a merely equitable or 
beneficial ownership or interest. 

“Value” is any consideration sufficient to support a simple contract. An 
antecedent or pre-existing obligation, whether for money or not, constitutes 
value where a certificate is taken either in satisfaction thereof or as security 
therefor. 

2. A thing is done “‘in good faith” within the meaning of this act, when 
it is in fact done honestly, whether it be done negligently or not. 
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r (184. Article does not apply to existing certificates. The provisions 
h s article apply only to certificates issued after the taking effect of this 


in consistent with this article are hereby repealed. 
§ 2. This act shall take effect September first, nineteen hundred and 






APPENDIX E 


COMMUNITY TRUSTS AND FOUNDATIONS IN THE 
UNITED STATES, JANUARY 1, 1925' 


Ciry, AND TO WxHomM TO ADDRESS . NaMeE oF TRUST OR FOUNDATION, 
INQUIRIES TOGETHER WITH TRUSTEES 
Asheville, N. C.: THE ASHEVILLE FOUNDATION: 
W. B. Williamson, Secretary, Wachovia Bank and Trust Com- 
36 Patton Avenue. pany. 
Atlanta, Ga.: THE ATLANTA FOUNDATION: 
W. T. Perkerson, Fourth National Bank. 
Care of Fourth National Bank. 
Attelboro, Mass.: THE ATTLEBORO FOUNDATION: 
V. B. Glencross, Attleboro Trust Company. 
Care of Attleboro Trust Company. 
Baltimore, Md.: BALTIMORE ComMUNITY FounNnpDA- 
TION: 
Alfred R. Riggs, Secretary, Union Trust Company of Mary- 
632 Equitable Building. land. 


Title Guarantee and Trust Company. 

Merchants National Bank. 

The Baltimore Trust Company. 

Security Storage and Trust Com- 
pany. 

Colonial Trust Company. 

Maryland Trust Company. 

The Equitable Trust Company. 

The Second National Bank. 

Mercantile Trust and Deposit 
Company. 

Farmers and Merchants National 
Bank. 

Western National Bank. 

Atlantic Trust Company 

Drovers and Mechanics National 
Bank. 


1 List prepared by, and used with the courteous permission of, Frank J. 
Parsons, Chairman of the Committee on Community Trusts of the Trust 
Company Division, American Bankers Association. 
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Crry, AND TO WHom TO ADDRESS 
INQUIRIES 


ver Falls, Pa.: 
C. R. Havinghurst, 
_ Care of Chamber of Commerce. 
Boston,. Mass. : 
Charles M. Rogerson, Secretary, 
53 State Street. 
Buffalo, N. Y.: 
Dr. Frances M. Hollingshead, 
Director, 
1028 Marine Trust Building. 












Charlotte, N. C.: 7 

W. H. Wood, 

Care of American Trust Company. 

Chicago, IIL: 

Frank D. Loomis, Secretary, 

Otis Building. 

Cincinnati, Ohio: 

Edgar Stark, 

Care of Union Savings Bank and 
Trust Company. 

Cleveland, Ohio 

Carlton K. Matson, Director, 

Care of the Cleveland Trust 
Company. 

Dayton, Ohio: 

Oscar J. Bard, Director, 

6 North Main Street. 


Detroit, Mich. : 

Julius C. Peter, Secretary, 

Care of Detroit Trust Company. 
Ft. Wayne, Ind.: 

H. E. Bodine, 

Care of Chamber of Commerce. 
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Name or Trust or FounpatTIon, 
TOGETHER WITH TRUSTEES 


Tue Beaver County FounpDATION: 
Five trust companies. 


PERMANENT CuHarity FUND: 
Boston Safe Deposit and Trust 
Company. 
THE BurraLo FounpatTIon: 
Buffalo Trust Company. 
Citizens Trust Company. 
Fidelity Trust Company. 
First Trust Company of Tona- 
wanda. 
Marine Trust Company. 
Peoples Bank of Buffalo. 
Erie County Trust Company. 
THe CHARLOTTE FOUNDATION: 
American Trust Company. 


Cuicaco Community TRusT: 
Harris Trust and Savings Bank. 


Tue CINcINNATI FOUNDATION: 
Union Savings Bank and Trust 
Company. 


Tue CLEVELAND FOUNDATION: 
The Cleveland Trust Company. 


Tue Dayton FounpDaATION: 
The Dayton Savings and Trust 
Company. 
The City Trust and Savings Bank. 
Winters National Bank. 
Merchants National Bank and 
Trust Company. 
Derroir Community Trust: 
Detroit Trust Company. 


Fort Wayne Founpation: 
Bowser Loan and Trust Company. 
Citizens Trust Company. 
Dime Savings and Trust Com- 
pany. 
Farmers Trust Company. 
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City, AND TO WHoM TO ADDRESS 
INQUIRIES 


Grand Rapids, Mich.: 
Lee H. Bierce, Secretary, 
Care of Chamber of Commerce. 
Harrisburg, Pa.: 
Stanley G. Jean, Director, 
Care of Chamber of Commerce. 


High Point, N. C.: 
W. C. Idol, 
Care of Wachovia Bank and Trust 
Company. 
Honolulu, H. I.: 
J. R. Galt, 


Care of Hawaiian Trust Company. 


Houston, Tex.: 
Dr. J. W. Slaughter, 


Director Public Welfare, City Hall. 


Indianapolis, Ind.: 
Eugene C. Foster, Director, 
1016 Hume-Mansur Building. 


Lancaster, Pa.: 
W. B. Morey, 
Care of Chamber of Commerce. 
Los Angeles, Cal.: 
L. H. Roseberry, 
Care of Security Trust and Savings 
Bank. 


NAME OF TrRusT OR FOUNDATION, 
TOGETHER WITH TRUSTEES 


Peoples Trust Company. 

First National Bank. 

Old National Bank. 

Lincoln National Bank. 

Lincoln Trust Company. 

Tri-State Loan and Trust Com- 
pany. 


GRAND Rapips FOUNDATION: 


Michigan Trust Company. 
Grand Rapids Trust Company. 


HARRISBURG FOUNDATION: 


Allison Hill Trust Company. 
Camp Curtin Trust Company. 
Central Trust Company. 
Commercial Trust Company. 
Commonwealth Trust Company. 
Dauphin Deposit Trust Company. 
East End Trust Company. 
Harrisburg Trust Company. 
Mechanics Trust Company. 
Security Trust Company. 

Union Trust Company. 


HicH Potnt FouNDATION: 


Wachovia Bank and Trust Com- 
Company. 


THe HawallaN FouNDATION: 


Hawaiian Trust Company. 


Tuer Houston FouNDATION: 


City department, established by 
ordinance. 


THE INDIANAPOLIS FOUNDATION: 


Fletcher Savings and Trust Com- 
pany. 

Indiana Trust Company. 

Union Trust Company. 


Tue LANCASTER CoMMUNITY TRUST: 


Nine banks and trust companies. 


Los ANGELES CommunNITY FouNDA- 


TION: 
Security Trust and Savings Bank. 
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Ciry, AND TO WHom TO ADDRESS Name or Trust oR FounpaATION, 
INQUIRIES TOGETHER WITH TRUSTEES 
isville, Ky.: LovIsvILLE FouNDATION: 
C. N. Mullican, Director, Louisville Trust Company and 
56 United States Trust Company five others. 

Building. 

Milwaukee, Wis.: THe MiILWavKEE FounpbaTION: 

_ George B. Luhman, Secretary, First Wisconsin Trust Company. 
Care of First Wisconsin Trust 

Company. 

Minneapolis, Miin.: Tie MINNEAPOLIS FouNDATION: 
Joseph R. Kingman, Secretary Minneapolis Trust Company. 
address mail to Minneapolis Loan and Trust Com- 
J. Bruchholz, Assistant Secretary, pany. 

Care of Minneapolis Trust Com- Wells-Dickey Trust Company. 
pany. 

Newark, N. J.: Community Trust ror NEWARK 
L. G. MeDouall, AND VICINITY: 

Care of Fidelity Union Trust Fidelity Union Trust Company. 
Company. 

New Orleans, La.: New ORLEANS FounpatTION: 

Henry M. Young, Secretary, Interstate Trust and Banking Com- 
Care of Interstate Trust and pany. 
Banking Company. 

New York, N. Y.: Tue New York Community Trust: 
Ralph Hayes, Director American Trust Company. 

120 Broadway. Brotherhood of Locomotive Engi- 
neers Co-operative Trust Com- 
pany. 


Chase National Bank. 

Coal and Iron National Bank. 

Equitable Trust Company. 

Fidelity-International Trust Com- 
pany. 

Kings County Trust Company. 

Manufactyrers Trust Company. 

Seaboard National Bank. 

Title Guarantee and Trust Com- 


pany. 
United States Mortgage and Trust 
Company. 
Oklahoma City, Okla.: Oxtanoma Crry Community Trust: 
H. M. Peck, First National Bank. 
Care of First National Bank. 
Peoria, IIL: Peorta Community Trust: 
_ C. W. Frazier, Dime Savings and Trust Com- 
Care of Dime Savings and Trust pany. 


Company. 
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City, AND TO WHoM TO ADDRE38 
INQUIRIES 


Philadelphia, Pa.: 
Marshall 8. Morgan, Secretary, 
325 Chestnut Street. 
Pittsburg, Pa.: 
H. Ralph Sauers, 
Care of Commonwealth Trust 
Company. 


Plainfield, N. J.: 
Miss M. E. Schoeffel, 
Care of The Plainfield Trust Com- 
pany. 
Portland, Me.: 
Roland E. Clark 
Care of Fidelity Trust Company. 
Portland, Ore.: 
A. L. Grutze, 
Care of Title and Trust Company. 
Providence, R. I.: 
E. A. Harris, 
Care of Rhode Island Hospital 
Trust Company. 
Richmond, Va.: 
P. B. Watt, Secretary, 
Care of Virginia Trust Company. 
Rocester, N. Y.: 
W. H. Stackel, 
Care of Security Trust Company. 
St. Louis, Mo.: 
Wallis G. Rowe, 
Care of St. Louis Union Trust 
Company. 
Salisbury, N. C.: 
J. L. Fisher, 
Care of Wachovia Bank and Trust 
Company. 
Scarsdale, N. Y.: 
W. F. Salter, Secretary, 
Care of Scarsdale National Bank. 
Seattle, Wash. : 
C. L. LeSourd, 
Care of Dexter Horton Trust and 
Savings Bank. 
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NaME or TRusT OR FOUNDATION, 
TOGETHER WITH TRUSTEES 


PHILADELPHIA FOUNDATION: 
Fidelity Trust Company. 


PirTsBuRG COMMUNITY FOUNDATION: 


Colonial Trust Company of Pitts- 
burgh. 

Commonwealth Trust Company. 

Peoples Savings and Trust Com- 
pany. 

Potter Title and Trust Company. 

Pittsburg Trust Company. 

PLAINFIELD FOUNDATION: 
The Plainfield Trust Company. 


MaINeE CuHarity FOUNDATION: 
Fidelity Trust Company. 


PORTLAND FOUNDATION: 
Title and Trust Company. 


RHODE IsLaAND FOUNDATION: 
Rhode Island Hospital 
Company. 


Trust 


THE RICHMOND FOUNDATION: 
Virginia Trust Company. 


RocHESTER FOUNDATION: 
Security Trust Company. 


St. Louts Community Trust: 
St. Louis Union Trust Company. | 


SALISBURY FOUNDATION: 
Wachovia Bank and Trust Com- 
pany. 


SCARSDALE FOUNDATION: 
Scarsdale National Bank. 


SEATTLE ComMMUNITY TRUST: 
Dexter Horton Trust and Savings 
Bank. 
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Crry, AND TO WHom To AppREsS 
INQUIRIES 


_ Sioux City, Iowa: 
R. H. Burton-Smith, 
Care of Farmers Loan and Trust 
Company. 
Spokane, Wash.: 
George L. Kimmel, 
Care of Union Trust Company. 
Tulsa, Okla. : 
H. L. Standeven, 
14 East Third Street. 
Washington, D. C.: 
Andrew Parker, 
900 F. Street, N. W. 
Williamsport, Pa.: 
Edward L. Taylor, 
Care of Northern Central Trust 
Company. 
Wilmington, Del.: 
E. D. Prince, 
Care of Equitable Trust Com- 
pany. 
Winston-Salem, N. C.: 
George 8. Norfleet, Secretary, 
Winston-Salem, N. C. 
Worcester, Mass. : 
Charles A. Barton, 
Care of Worcester Bank and Trust 
Company. 
Youngstown, Ohio: 
Wells L. Griswold, Secretary, 
Care of Dollar Savings and Trust 
Company. 
Zanesville, Ohio: 
George Brown, 
Care of First Trust and Savings 
Bank. 
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Name oF Trust OR FouNDATION, 
TOGETHER WITH TRUSTEES 

Sioux Crry Common Funp: 
Farmers Loan and Trust Com- 
pany. 


SPOKANE FOUNDATION: 
Union Trust Company. 
PERMANENT Community Trust 
Funp: 
Exchange Trust Company. 
THE WASHINGTON FOUNDATION: 
The Washington Loan and Trust 
Company. 
WILLIAMSPORT FOUNDATION OR Com- 
MUNITY TRUST: 
Northern Central Trust Com- 
pany. 
THe DELAWARE FOUNDATION: 
Equitable Trust Company. 


WINSTON-SALEM FOUNDATION: 
Wachovia Bank and Trust Com- 
pany. 
Worcester County 
FOUNDATION: 
Worcester Bank and Trust Com- 
pany. 
THE YOUNGSTOWN FouNDATION: 
The Dollar Savings and Trust 
Company. 


CHARITABLE 


ZANESVILLE FOUNDATION: 
First Trust and Savings Bank. 


APPENDIX F 


SCHEDULE OF FEES ADOPTED BY THE TRUST COMPANY 
SECTION, CALIFORNIA BANKERS’ ASSOCIATION? 


ScHEDULE I 


Holding Title to Real Estate 


(Under Voluntary Trust, with Full Duties and Responsibilities of Management, 
Including Power of Sales, Etc.) 


1. Acceptance Fee.—1¥ 9 of 1 per cent of the market value of trust property. 
Minimium: If material part of the trust property is improved, $25.00; if 
trust property be unimproved, $15.00. The fee may, however, be based on 
a charge for each certificate of beneficial interest issued, the entire charge, 
however, to be not less than 149 of 1 per cent of market value of trust 
property, with minimum as above. 

2. Annual Fee.—%4 of 1 per cent of market value of trust property. 

Minimum, $25.00. Annual fee to be prorated for fractional parts of years. 

(a) Partial Distribution Before Close of Trust.—l4 of 1 per cent of amount 
distributed. 

(b) Executing Leases and Partial Trust Conveyances.—$2.50 each and up. 

(c) Transfer of Beneficial Interest—$2.50 each. 

Note.—This fee includes services for Paying Taxes and Assessments; 
Collection of Rents and Income; Superintending and Making Repairs to 
Real Estate. 

Note.—Other charges should be made according to service rendered. 

Note.—Brokers’ fees extra, where broker is employed to sell or lease. 

3. Closing or Distribution Fee.—14 9 of 1 per cent of market value of prop- 
erty conveyed or distributed, with a Minimum Fee of $15.00 if the closing 
or distribution be made during the lifetime of the trustor; or 1 per cent of the 
market value of the property conveyed or distributed, with a minimum fee of 
$50.00, if the closing or distribution be made after the death of the trustor. 

Note.—The charges in this Schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following Schedules. 


ScHEDULE II 


Holding Title to Real Estate 
(Under Voluntary Trust, with No Duty or Responsibility Other Than to Convey 
or Lease as Directed.) (Usual holding for syndicate.) 
1. Acceptance Fee.—1}{/ of 1 per cent of market value of trust property. 
Minimum, $15.00. The fee may be based on a charge for each certificate of 
1Used by courtesy of The Trust Company Section, California Bankers 


Association. 
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eneficial interest issued, but the entire charge, however, to be not less than 
‘0 of 1 per cent of market value of trust property, with minimum as above. 
2. Annual Fee.—1}4o of 1 per cent of market value of trust property. 
Minimum $15.00. Annual fee to be prorated for fractional parts of years. 
(a) Executing Leases and Partial Trust Conreyances.—$2.50 each and up. 
(b) Transfer of Beneficial Interest.—$2.50 each. 

(c) Other charges should be made according to service rendered. 

3. Closing or Distribution Fee.—1}¢ 9 of 1 per cent of the market value of 
property conveyed or distributed, with a minimum fee of $15.00 if the 
closing or distribution be made during the lifetime of the trustor, or 1 per 
cent of the market value of the property conveyed or distributed, with a 
minimum fee of $50.00, if the closing or distribution be made after the death 
of the trustor. , 

Note.—The charges in this Schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following Schedules. 


Scuepute III 
Holding Title to Real Estate Subdivisions 


(Under Voluntary Trust, Executing Contracts of Sale and Deeds to Purchasers. 
and Collecting and Distributing Proceeds.) 


1. Acceptance Fee.—1}{ of 1 per cent of the minimum sales price of the 

lots in the subdivision. Minimum, $75.00, or the charge may be based on 

a fee of $1.00 per lot in the subdivision, with minimum as above. 

2. Annual Fee.—The trust must produce an annual return from collec- 

tions, conveyances, or otherwise, equal to {9 of 1 per cent of the lowest 

authorized sale price of the trust property, with a minimum annual fee 

of $50.00. Annual fee to be prorated for fractional parts of years. 

(a) Executing Contracts (in Duplicate) and Conreyances.—$2.50 each. 

(b) Accepting and Registering Assignments of Contracts.—$1.00 each, to 

be paid by assignor or assignee. (Note of this charge should be endorsed on 

contract.) 

(c) Transfer of Beneficial Interests —$2.50 each. 

Note.—Proceedings and actions to enforce or cancel contracts of sale, 

$75.00 each. Other charges should be made according to service 

rendered. 

Note.—Brokers’ fees extra. 

3. Collecting and Disbursing Installments of Sale Price.—If sale is for 

eash, or if principal payments do not exceed three in number, 1 per cent 

2 per cent of sale price, according to size of payments. Mortgages given 

purchasers to beneficiaries or assigned to beneficiaries, to cover principal 

yments, are, for the purpose of determining fees, to be treated as cash 

ents, but if held by the Trustee and on same terms as contract, regular 
llection fees shall be charged. If more than three payments, 3 per cent. 
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4. Closing or Distribution Fee.—14 of amount of acceptance fee, if all lots 
sold and collections made, with a minimum of $25.00. If trust closed before 
all lots sold and collections made, {9 of unearned fees, with a minimum of 
$50.00. 

Note.—The charges in this Schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the trust. For 
fuller explanation of charges see notes following Schedules. 


ScHEDULE IV 


Holding Title to Real Estate Under Trust Deed or Trust Mortgage to Secure 
Ordinary Debt or Loan 


1. No Acceptance Fee.—(a) Certification by Trustee of Notes as being 
Notes Secured by Trust Deed or Mortgage.—Two notes free; additional notes 
50ec. each. 

2. Reconveyance Fee (Including Cancellation of Notes). 


$1.50 if debt is less than $5,001 
2.00 if debt is from $ 5,001 to $10,000 
3.00 if debt is from 10,001 to 20,000 
4.00 if debt is from 20,001 to 40,000 
5.00 if debt is from 40,001 to 60,000 


If debt is over $60,000, charge $1.00 extra for each $25,000 or fraction 
thereof. 

If coupon notes are secured, fee 50 per cent more in all cases. 

3. Trustee’s Sale upon Default, Including Deed.—Trustee’s fee under 
ordinary sale of property (not court foreclosure), when trust deed or mort- 
gage secured a sum— 


Not exceeding $ 500 $ 50 
Over $ 500, not exceeding 750 75 
Over 750, not exceeding 1,000 100 
Over 1,000 not exceeding 2,000 150 
Over 2,000 not exceeding 3,500 200 
Over 3,500 not exceeding 5,000 250 
Over 5,000 not exceeding 7,500 300 
Over 7,500 not exceeding 10,000 = 350 


and 2 per cent of all amounts of principal exceeding $10,000. 

(a) Other Charges.—Advertising and posting expenses, and United States 
Revenue Stamps, extra. 

(b) Where the trust deed provides that it secures additional loans, for 
certification of the notes evidencing same, a charge of $1.00 for each note 
should be made. 

(c) Special Services.—Extra, according to service rendered. 

Note.—The charges in this Schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges see notes following Schedules. 
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ScHEDULE V 


Court Trusts 


(Such as Trusts Created by Wills, Appointment or Court Decree. Fees for 
Administration of Estates Not Scheduled. Where Fees Are Fixed by Law There 
Should Be No Deviation from Legal Rate, Except Where Extraordinary Services 
Are Performed, and in Such Cases Extra Compensation Should Be Requested 
as May Be Proper.) 


1. Annual Fee.—Where the property is mixed property, 34 of 1 per cent 
of the appraised value. Minimum, $25.00. Where principally cash or 
securities, °4 of 1 per cent of appraised value. Minimum, $15.00. Annual 
fee to be prorated for fractional parts of years. 

(a) Partial Distribution of Properiy and Funds Before Closing Trusts.— 
16 of 1 per cent of amount distributed. 

Note.—This fee includes service for Preparing Annual and Special Reports 
to Court; Preparing and Executing Conveyances, Leases, ete.; Paying Taxes 
and Assessments; Collection of Interest, Rents and other Income; Investing 
Funds; Superintending and Making Repairs to Real Estate. 

Note.—Brokers’ fees extra. 

2. Closing or Distribution Fee.—14 of 1 per cent of appraised value of 
property distributed. Minimum, $25.00. 

Note.—Charities free, if desired. 

Note.—The charges in this Schedule do not include any attorneys’ fees in 
connection with the establishment or maintenance of the trust, or for court 
appearances. 

For fuller explanation of charges, see notes following Schedules. 


ScHEDULE VI 


Holding Cash and Securities, Together with Real and Personal Estate of 
Living Person 


(Under Voluntary Trust, to Manage, Convert, Invest, Re-invest, and to Collect 
and Distribute the Income Thereof.) 
(Common form of living or voluntary trust of Mixed Properties.) 


1. Acceptance Fee.—1{9 of 1 per cent of market value of trust property. 
Minimum: If material part of trust property be improved, $20.00; if trust 
property be unimproved, $10.00; if principally cash and securities, $10.00. 

2. Annual Fee.—®%4 of 1 per cent of market value of mixed trust property. 
Minimum: If material part of trust property be improved, $25.00; if material 
part of trust property be unimproved, $15.00. If practically all of trust 
property is cash and securities, annual fee is 3¢ of 1 per cent per annum of 
value of trust property, with minimum of $10.00. Annual fee to be 
prorated for fractional parts of years. 

Note.—This fee includes services for making Investments, Paying Taxes 
and Assessments; Collection of Interest, Rents and Other Income; Superin- 
tending and Making Repairs to Real Estate. 
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(a) Partial Distribution of Principal before Close of Trust.—% of 1 per 
cent of amount distributed. (See closing fee.) 

(b) Executing Leases and Partial Conveyances.—$2.50 each and up. 

Note.—Other charges should be made according to service rendered. 

Note.—Brokers’ fees extra. 

3. Closing or Distribution Fee.—14, of 1 per cent of market value of 
property conveyed or distributed. Minimum, $15.00, while trustor is 
living; thereafter, 1 per cent of the value of trust property. Minimum, 
$50.00. 

Note.—Charities free, if desired. 

Note.—The charges in this Schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following Schedules. 


ScHEDULE VII 


Trustee under Corporate Bond Issue 


1. Acceptance Fee.—1!4 of 1 per cent of amount of authorized issue. 
Minimum, $100.00. For issues over $1,000,000 this percentage should be 
reduced at the ratio of a 10 per cent less charge for each $1,000,000 or 
fraction thereof than charged on the preceding $1,000,000, but this 
progressive reduction shall not in any event reduce the acceptance fee below 
160 of 1 per cent of the authorized issue. 

2. Annual Fee.—1l49 of 1 per cent of amount of authorized issue 
(exclusive of bonds previously retired). Minimum, $50.00. Annual fee 
to be prorated for fractional parts of years. Where issue is over $1,000,000 
this percentage should be decreased at the same ratio as the acceptance fee. 

(a) Partial Releases.—If release clause with Schedule, $5.00 and up. If 
no release clause with Schedule, $15.00 and up. Appraisers’ fees extra. 

(b) Receiving and Disbursing Release Funds; Redemption of Bonds before 
Maturity and Handling Sinking Fund Moneys and Retiring Bonds; Payment 
of Principal as it Matures.—14 of 1 per cent and advertising costs. 
Minimum, $10.00. 

(c) Payment of Interest Coupons.—‘s of 1 per cent of amount disbursed; if 
Fiscal Agent, 3g of 1 per cent. 

(d) Holding and Caring for Insurance.—Covered in Annual Fee. 

3. Certification of Bonds.—50c per bond (or, at option, the following): 
$1,000 bonds, $1.00 each; $500 bonds, 50c each; and $100 bonds, 25¢ each. 

(c) Registration of Bonds.—50c each, including cancellation of registration. 
Where cancellation of registration or re-registration involves examination of 
Probate or other Court Proceedings, extra charge should be made. 

4. Reconveyance, Cancellation or Closing Fee.—149 to 1 per cent of 
amount of authorized issue (exclusive of bonds previously retired). 
Minimum, $50.00. 

Cremation of Bonds and Coupons.—Included in reconveyance fee if all 
cremated at one time; if in installments, charge extra as work demands. If 
coupons are detached, a charge of 14c each should be made. 
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6. Receiving and Disbursing Funds from Sale of Bonds under Order of 
Commissioner of Corporations, Public Service Commissioner, Etc.—1 per 
cent to 2 per cent of amount received and disbursed. 

Note.—If proceedings are under jurisdiction of Bank Superintendent, 
Corporation Commissioner, or other public body or officer, extra charge 
should be made to cover examination of and to comply with requirements of 
these departments. 

Note.—The charges in this Schedule do not include any attorneys’ fees in 
connection with the establishment or maintenance of the trust. For fuller 
explanation of charges, see notes following Schedules, 


ScHEeDuLeE VIII 


Holding Title to Collateral for Individuals or Corporations to Secure Note 
Issue 


(Does not include ordinary corporate bond issue or ordinary deed of trust on real 
estate.) 


1. Acceptance Fee.—!{9 of 1 per cent of authorized note issue. On issues 
over $1,000,000 this percentage should be reduced at the ratio of 10 per cent 
less charge for each $1,000,000 or fraction thereof than charged on the preced- 
ing $1,000,000, but this progressive reduction shall not in any event reduce 
the acceptance fee below 1% 9 of 1 per cent of the authorized issue. 

2. Annual Fee.—Where Trustee has duty or responsibility in connection 
with the collection and distribution of interest or principal of the collateral, 
ordinarily 14 of 1 per cent of the market value of collateral. Where collateral 
consists of first and second mortgages, land contracts, etc., payable in 
installments, the fee should follow collection fees in Schedule III. 

Where Trustee has no duty as to collection of principal or interest of the 
collateral, 149 of 1 per cent. 

Annual fee to be prorated to cover fractional parts of years. Minimum, 

Where collateral is clean first lien securities and over $1,000,000 in value, 
these percentages should be reduced at the same ratio as the Acceptance Fee. 

(a) Partial Trust Conveyance, Assignment or Satisfaction.—$5.00 each and 
up. 
(b) Receiving and Disbursing Income or Other Funds in Payment of Coupons 
or Otherwise.—'4 of 1 per cent. 

(c) Delivery or Sale on Default.—If sale is made to pay defaulted obligation, 
by court proceeding or otherwise, a fee should be charged on the same basis 
as sales made under trust deeds, as per Schedule IV. 

3. Certification of Coupon Notes.—50c per note (or at option the follow- 
ing): $1,000 note, $1.00 each; $500 note, 50c each; and $100 note, 25c each. 
The acceptance fee is to be reduced by the amount the certification fee 

exceeds in the aggregate an average of 50c per note. 

_ 4. Closing Fee.—14o of 1 per cent of value’of collateral on hand. Min- 
imum, $50.00. For all detached coupons, a charge of }yc each should be 


made, 
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Note.—F¥or fees for other services in connection with note issue, see fees 
for similar services in Schedule VII. Other charges should be made accord- 
ing to service rendered. 

Note.—The charges in this Schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the trust. 

For fuller explanation of charges, see notes following Schedules. 


SCHEDULE IX 
Agent for the Registration of Corporate Bonds 
(Where Not Trustee under Bond Issue) 


1. Acceptance Fee.—Minimum, $100.00 to cover preliminary work, 
investigation, etc. 

2. Annual Fee.—The trust must earn not less than $50.00 per annum, 
which allows for 100 registrations. 

3. Registration of Bonds.—25c each, for all above 100 registrations per 
year. 

4. Cancellation of Registration or Re-registration of Bond.—Involving 
examination of Letters Testamentary or Court Proceedings, an additional 
charge should be made. 

(a) Other charges should be made according to service rendered. 

Note.—The charges in this Schedule do not include any attorneys’ fees:‘in 
connection with the establishment or maintenance of the trust. For fuller 
explanation of charges, see notes following Schedules. 


ScHEDULE X 
Agent for the Registration of Corporate Stock 


1. Acceptance Fee.—Minimum, $100.00 to cover preliminary work, 
investigation, etc. 

Note.—For an additional class of stock handled for a corporation, a 
further charge of 50 per cent may be made. 

2. Annual Fee.—The trust shall earn a minimum of $100.00 per year, 
which allows for 250 certificates. 

3. Registration of Stock Certificates.—25c each, on all over 250 certificates 
per year. 

(a) Cancellation and Re-registration of Stock Held by Estate.—50c each, and 
if examination of Court Order or Court Proceedings required, additional 
charge should be made. Other charges should be made according to service 
rendered. 

4. Dividend Disbursing Agent.—See Schedule XI. 

Note.—The charges in this Schedule do not include any attorneys’ fees in 
connection with the establishment or maintenance of the trust. For fuller 
explanation of charges, see notes following Schedules. 
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Scuepute XI 
Agent for the Transfer of Corporate Stock 


1. Acceptance Fee.—Minimum, $100.00 to cover preliminary work, 
investigation, etc. 

Note-——For an additional class of stock handled for a corporation, a 
further charge of 50 per cent may be made. 

2. Annual Fee.—The trust shall earn a minimum of $150.00 per year, 
which allows for 100 certificates. 

Note.—This includes furnishing of three lists of stockholders per annum. 

3. Cancellation and Re-issuance of Certificates.—50c each for all above 
100 certificates per year, and if examination of Court Order or Court Pro- 
ceedings required, additional charges should be made. 

(a) Other charges should be made according to service rendered. 

4. Dividend Disbursing Agent.—%¢ of 1 per cent of amount disbursed, 
and postage for each dividend, or, at option, the following: 


1to 250 checks, $ 62.50 
251 to 500 checks, 100.00 
501 to 750 checks, 112.50 
751 to 1000 checks, 120.00 

1001 to 2000 checks, 200.00 
2001 to 3000 checks, 250.00 


All checks over this latter number, 714c per check, and postage. 
Note.—The charges in this Schedule do not include any attorneys’ 
fees in connection with the establishment or maintenance of the trust. 
For fuller explanation of charges, see notes following Schedules. 


Scuepute XII 
Agencies and Attorneys in Fact—General and Special 


A. Agencies Involving Handling of Real and Personal Property (Not Funds 
or Securities.) 


1. Acceptance Fee.—1}{o of 1 per cent of market value of property in 
agency. Minimum, $10.00. 

2. Annual Fee.—}4 to 34 of 1 per cent of value of property in agency, 
according to estimated work and responsibility, prorated to cover fractional 
parts of years. Minimum, $15.00. 

Note.—This fee includes service for Managing Real and Personal Estate, 
Payment of Taxes, Insurance Matters, Repairs, etc.; Collection and Dis- 
bursements of Rents and Other Income. 

3. Closing Fee.—14 of 1 per cent of market value of property. Minimum, 
$10.00. 

Note.—The charges in this Schedule do not include any attorneys’ fees 
in connection with the establishment or maintenance of the agency. 

Note.—For fuller explanation of charges, see notes following Schedules, 
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MISCELLANEOUS ITEMS 


Escrow Deposits Involving Receipt and Safeguarding of Funds and 
Securities and the Safe Delivery of Same.— Annual Fee.—Where securities 
are held, annual fee of 140 of 1 per cent of the par value of the principal 
amount of securities held, with a minimum charge of $10.00 per year. 
Larger fees may be charged where services rendered and responsibility 
assumed justify it. Where Deed or Securities are delivered and money 
collected and disbursed, fee should be 14 of 1 per cent of the purchase price. 

Depository of Securities Involving Receipt, Holding and Safeguarding 
of Securities Deposited, Collecting Interest and Dividends, Disbursing 
Income, Etc.— Annual Fee.—%4 of 1 per cent of the par value of principal 
amount of bonds held, and 4 of 1 per cent of the par value of shares of stock 
held. Minimum annual fee, $15.00. 

Trustee under Lease or Trustee under a Trust Agreement in Connection 
with a Lease Involving Holding and Collecting Insurance Policies, Holding 
Collateral, and also Special Service in Case of Default— Annual Fee.— 
Minimum, $25.00, and special fees for any services in case of default or 
otherwise. 

Where Collateral is held, annual fee of 149 of 1 per cent of the par value of 
securities. Minimum annual fee, $25.00. 

Where Insurance Policies are held, annual charge of 4409 of 1 per cent of 
the amount of insurance held up to $500,000, and where the amount of 
insurance exceeds $500,000 this rate may be decreased. Minimum annual 
charge, $25.00. 

Where Proceeds of Fire Insurance are collected and disbursed, minimum 
fee, 1 per cent of the amount disbursed. 

Trustee for Corporations in Liquidation and for the Organization and 
Reorganization of Corporations, Depository for Syndicates, Etc.— Acceptance 
Fee.—Not fixed. Special fees to be charged for this service in proportion 
to the amount of work involved and responsibility assumed, such fees to be 
fixed with reference to each particular case. 

If Securities are to be held, an annual fee should be charged as in other 
instances at the rate of 1409 of 1 per cent of the par value of such securities. 

If negotiable Interim Receipts or Other Certificates of Deposit are to be 
issued and transferred, same fees for such services are to be charged as for 
the issuance and transfer of certificates of stock, as set out in Schedule XI. 

Trustee under Indenture of Trust Covering Life Insurance.—(a) Where 
Life Insurance is Deposited under Indenture of trust, with only duty imposed 
upon the trustee to collect insurance, pay inheritance and other taxes, and 
to distribute the fund then remaining to certain beneficiaries: 

Acceptance Fee.—Minimum, $10.00. A commission of 2 per cent upon 
disbursement of the fund, either principal or income. 

(b) Where a Trust of this kind is created with active duties imposed upon 
the trustee not only to collect the insurance and pay inheritance taxes, but to 
invest the fund, collect the income, and distribute income and principal: 

Acceptance Fee.—Minimum, $10.00. A commission of 3 of 1 per cent 
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upon the market value of principal to be made annually, and the closing fee 
the same as Schedule VI. 


Norves 


Acceptance Fee.—This is a fee to cover preliminary negotiations, con- 
sultations with principals, agents and attorneys, investigation of the con- 
templated proposition and trust assets, personal examination of real estate, 
and-examination of the necessary documents and papers to institute the trust 
and place all matters in condition to begin to administer the trust. It is 
not a part of the first annual fee. 

Annual Fee.—This fee embraces all ordinary services in connection with 
the administration of the trust, not otherwise indicated in the schedules. It 
includes the ordinary management of the trust property, the usual account- 
ing involved, together with the usual periodical statements to beneficiaries. 
It likewise covers consultations, correspondence, postage, ordinary supplies, 
returns for tax assessments, and all dealings with the public and public 
officials. It should be prorated for fractional parts of years and is inde- 
pendent of the Acceptance and Closing Fee. Extraordinary services are 
not included in Annual Fee and should be charged extra. 

Closing Fee.—This fee covers all the usual services of the Trustee involved 
in terminating the trust, including the distribution of the assets of the 
trust to those entitled. In case of the death of one or more of the trustors 
or beneficiaries prior to closing the trust, it involves the necessary examina- 
tion of Court Proceedings, proofs or other data to determine who are the 
legal distributees. 

Attorney’s Fees.—These schedules contemplate the fees which inure 
solely to the trust company, and are computed to be such fees as are fair and 
equitable to the public and reasonably remunerative to the company, based 
on the assumption that the trust company is to render complete and effi- 
cient service. They do not include fees of attorneys, whether such attorney 
be the attorney of the trust company, the attorney of the trustor or the 
attorney of the beneficiaries. No attempt is herein made, or should be 
made, to encroach upon the proper and legitimate field of the lawyer. 
All reasonable fees of attorneys, whether for services in litigation, in prepar- 
ing documents, or giving legal counsel, should be allowed, charged and paid 
them, independent of the fees set forth in the schedules. The trust com- 
pany should fully co-operate with the attorney and endeavor to protect 
him in every particular. 

Brokers’ Fees.—When brokers are employed by the trustee to buy or 
sell stocks, bonds, real or personal property, the ordinary fees of such brokers 
are in addition to the fees set forth in the schedules. 

Flat Fees.—Where it may seem advisable or necessary to quote a given 
amount of compensation for all of the services to be rendered in a particular 
trust, this can be readily done by computing the total of all of the fees esti- 
mated to be received under the schedule. Some trust companies compute 
the total estimated earnings of the trust and divide the same by the number 
of years the trust is to run, and quote the result as an annual fee. 


APPENDIX G 


REPORT ON FEES! 


As Approved at Meetings of a Committee of the Whole 
Corporate Fiduciaries Association of New York City 


SCHEDULE OF FEES FOR SERVICES RENDERED BY A CUSTOMER’S 
SECURITIES DEPARTMENT 


CHARGES ON SAFEKEEPING ACCOUNTS 


1. Regular Security Accounts consisting of mixed securities or entirely 

of bonds. 

1{o of 1 per cent per annum on par value up to $500,000 

145 of 1 per cent per annum on par value on next $500,000 

140 of 1 per cent per annum on par value on all over $1,000,000 

2. On accounts consisting entirely or in substantial part of bonds and 
mortgages. 

lg of 1 per cent per annum on face value plus $5.00 per annum per mort- 
gage for each mortgage in excess of one. 

3. On accounts consisting entirely of large blocks of stock. 
1g5 of 1 per cent per annum on par value from $100,000 to $500,000 
1é9 of 1 per cent per annum on par value on next $500,000 
{oo of 1 per cent per annum on par value on all over $1,000,000 

Note.—On accounts under $100,000 the schedule under No. 1 should apply. 

Note.—In lieu of the percentages on principal under 1 and 3, corresponding 
percentages based on income may be charged. 

4, Foreign securities to be taken up at par of exchange. If foreign securi- 
ties constitute a substantial part of the account, a special charge can be 
arranged. 

Note.—A minimum fee of $25 under 1, 2 and 3. 

5. Stocks of no par value should be taken at $100 par value. 

In cases where a substantial amount of the account is in stock of no par 
value, a special rate may be applied, according to the value of the stock. 

6. For making disbursements other than purchase of securities or remit- 
ting income: 

$10 for 40 checks and 25c. for each additional check per year. 

7. For statement of securities: 

Two statements of securities per annum included in the regular charge. 

For each additional statement furnished—a minimum charge of $2.50. 

1Used by courtesy of The Corporate Fiduciaries Association of New 
York City. 
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SpectAL CHARGES 
(Not for regular safekeeping accounts) 
CLEARANCE CHARGES (ExcLupING BANks) 


140 to ¥, of 1 per cent of the par value of securities, depending upon the 
size and character of the transaction. Minimum—$2.00 per transaction. 


Specrtat Services WHERE A SPECIAL Fre SHouLD Be CHARGED 


1. Transferring securities belonging to an estate from the name of the 
deceased to that of the executors or beneficiaries under the Will. 

2. Transferring foreign securities. 

3. Exchanging temporary for definitive bonds of foreign issues. 

4. Exchanging talons detached from foreign stock or bond issues for new 
coupon sheets. 


SCHEDULE OF FEES FOR SERVICES RENDERED TO 
CORPORATIONS 


Corporate TRUSTS 

Initial Fee.—If preliminary negotiations are involved,—if there is col- 
lateral to be received, if the trust indenture is executed in a large number of 
counterparts, if the “closing” involves the satisfaction of prior mortgages, 
the payment of prior issues, or the receipt and payment of outstanding 
obligations, such as promissory notes, etc., and/or the delivery of certain 
bonds of the issue against cash or otherwise in accordance with the instruc- 
tions of the obligor, or, in other words, wherever the opening of the trust has 
resulted in more work to the trustee than the mere execution of the trust 
* instrument in a small number of counterparts,—there should be charged an 
initial fee of $100 or more, the exact amount to be arrived at by an appraisal 
of the services rendered. 

Certification Charges.—For the authentication of temporary bonds in 
large denominations against which Trust Receipts, Interim Receipts, or 
Bankers Receipts are issued, or for the authentication of large temporary 
bonds which are to be used as collateral to a note issue, or a parent company 
bond issue, for bank loans, which are to be held in the treasury of the 
Company, or otherwise:—$100 for the first $1,000,000 par value; $50 for 
each $1,000,000 par value in excess thereof, with a maximum fee of $1,000. 

For the authentication of temporary bonds or notes in small denomina- 
tions: 30 cents per $1,000 par value bond or note; 20 cents per $500 bond 
or note; 10 cents per $100 bond or note. 

For the countersignature or registration (for identification as to issuance) 
of temporary or definitive bonds or notes in denominations of $1,000, 
$500 or $100, 25 cents per signature. 

For the issuance of Bankers Receipts, Interim Receipts, or Trust Receipts, 
against the deposit of bonds, 50 cents each; against cash, 25 cents each, if 
eash remains on depost 10 days or more, otherwise 50 cents. For assorting, 
listing and cremating Bankers Receipts, Interim Receipts and Trust Receipts, 
and interest warrants detached therefrom, charge the regular cremation rates. 
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The minimum charge for the certification of an entire issue of bonds or 
notes should be $250 except for so-called “real estate”? mortgages on single 
parcels for which the minimum is $100. 

For the authentication of definitive bonds or notes: 50 cents per $1,000 
bond or note; 30 cents per $500 bond or note; 20 cents per $100 bond or note. 


Annual Fees 


(a) For ordinary services as Trustee of unsecured note or debenture issues, 
where there are no periodic duties other than general to be performed by the 
Trustee: 


On authorized issues up to $ 500,000, par value, $50 per annum 
On authorized issues, 500,000 to $1,000,000, 75 per annum 
On authorized issues, 1,000,000 to 3,000,000, 100 per annum 
On authorized issues, 3,000,000 to 5,000,000, 150 per annum 


Over 5,000,000, 250 per annum 
(b) For ordinary services as Trustee of unsecured note or debenture issues, 
collateral trust, equipment trust indentures, or real estate mortgages, where 
there are specific duties to be performed each year by the Trustee: 


On authorized issues up to $ 500 000, : 25 260). eee $ 50 per annum 
On authorized issues, 500,000 to $ 1,000,000, 100 per annum 
On authorized issues, 1,000,000 to 2,000,000, 150 per annum 
On authorized issues, 2,000,000 to 3,000,000, 200 per annum 
On authorized issues, 3,000,000 to 5,000,000, 250 per annum 
On authorized issues, 5,000,000 to 10,000,000, 350 per annum 
On authorized issues, 10,000,000 to 15,000,000, 450 per annum 


over 15,000,000, 500 per annum ~ 


(It is to be understood that under indentures providing for the issuance of 
bonds in two or more series, the same rates will apply to each series as though 
it were a separate indenture.) 


For Holding Stock as Collateral Minimum annual charge of $25. 


LOO forthe first io: joe we eens $ 1,000,000 par value per annum 
50 eachvon themext) yon fi 85.) 4,000 ,000 par value per annum 
2 yea chronuuhesnextn wee eee ere 5,000,000 par value per annum 
12.50 each on all above............. 10,000,000 par value per annum 


Possible services—Statements to Company and its auditors, vault space, 
substitutions, collections and disbursements, proxies. 

Note.—If the collateral is all in one piece or very few pieces, or if there is 
no activity or very little activity in connection with collateral, the above 
schedule should be cut in half, with a minimum annual fee of $25. 

For Holding Bonds as Collateral.—Minimum annual charge of $25.— 
140 of 1 per cent up to the first $5,000,000 principal amount per annum. 
$200 for each million on next $ 5,000,000 prin. amt. per annum 

150 for each million on next 5,000,000 prin. amt. per annum 
100 for each million on next 5,000,000 prin. amt. per annum 
50 for each million over 20,000,000 prin. amt. per annum 


or 
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Possible services—Statements to Company and its auditors, cutting and 
_ collection of coupons, or cutting, cancellation and delivery of coupons, 
substitutions, vault space. 

Note.—If the collateral consists of bonds which have been refunded and 
_ are stamped or cancelled—one-half of the above charge should be made, 
except that the minimum annual charge is to be not less than $25.00. 

For the holding alive in the Sinking Fund, the above fees should be charged 
if the coupons are to be cut semi-annually; if the coupons are not to be cut, 
one-half of the above charge should be made, except that the minimum 
charge should be not less than $25.00. 

Temporary Bonds and Registered Bonds in large denominations are to be 
classed as stock and the charge for holding same to be one-half of regular stock 
collateral charge. 

Mixed collateral of bonds and stock to be charged at rate quoted on each 
class. 

For Holding Uncertified Bonds.—Bonds held for future certification and 
_ delivery excepting bonds held for purpose of exchange for bonds of other 

denominations, a charge of $50 for each 500 pieces so held, per annum. 

Purchases and Redemption.—For the redemption of bonds or notes at 
maturity, or by call as a whole of the entire amount outstanding, 149 of 1 
per cent of the principal amount of the bonds or notes redeemed, with a 
minimum fee of $25.00. 

For the purchase of bonds or notes for account of the sinking fund by 
advertising for sealed offerings, or in the open market without advertise- 
ment, 1< of 1 per cent of the principal amount of the bonds or notes so 
redeemed on the first $100,000 principal amount; 1, of 1 per cent on the 
next $100,000 principal amount; 142 of 1 per cent on all over $200,000 
principal amount, with a minimum fee of $25 for each operation. 

For the redemption of bonds or notes by call by lot of part of the issue 
outstanding, 449 of 1 per cent of the principal amount of the bonds or 
notes so redeemed with a minimum fee of $25.00. 

In lieu of the above fees, funds so to be used in the purchase or redemption 
of bonds may be deposited with the Trustee without interest from one week 
to two weeks in advance of the date upon which they will first be subject to 
use, depending upon the character of the operation involved. 

Conversion of Bonds into Other Securities.—!4y of 1 per cent of the par 
value converted with a minimum annual fee of $25 to start from the date 
of the first conversion. 

Cremations.—$4 per 1,000 coupons and $8 per 1,000 bonds if sorted and 
listed by company. 

$8 per 1,000 coupons and $15 per 1,000 bonds if sorted and listed by trustee. 

The minimum fee for a single cremation is $10. 

Partial Releases.—$25 up for each release of property or collateral 
(excluding substitutions) depending on value of consideration and amount 
of labor involved. 

U. S. Trustee of Foreign Insurance Companies.—};9 of 1 per cent per 
annum of average principal amount of securities held during year. 
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Supplemental Indentures and Extraordinary Services.—$50 up, depending 
on value of service rendered. For performing any services not contem- 
plated at the time of the execution of the indenture, a fee will be charged to 
fit the services, the amount to be mutually agreed upon by company and 
trustee. 

Execution of Satisfaction Pieces —$25 up, depending on the value of final 
services rendered at closing of trust. 

Exchange of Temporary for Definitive Securities as Agent for Another 
Company.—20c. for each bond delivered, with a minimum of $50 for any one 
account. 

Note.—The foregoing fees are not intended to include counsel fees nor any 
disbursements which it may be necessary for the trustee to incur. 


CoRPORATE AGENCIES 


Transfer Agent (Stock) 


Minimum Charge (Per Annum): 
Charges are based on 
A Number of accounts. 
B Number of certificates. 
C Number of agencies. 
For the issuance of 500 certificates and maintaining of 500 


accounts, or any ‘part thereof;s2.. 2... 0.) 26... 5. eee $500.00 
For issuance of additional certificates, each................. .25 
For the maintaining of additional accounts, each............ .50 
For furnishing reports of daily transfers to co-transfer agencies, 

additional charge per agency per annum................. 200.00 
For each out-of-town certificate posted, debit or credit....... .10 
For posting out certificates on the closing of a transfer agency 

or the retiring of stock—per certificate................... .12% 


Stockholders’ Lists 


One list is furnished without charge for each class of stock; for 
additional lists, for each 1,000 accounts...................- 25.00 
For additional copies of lists, for each, 1,000 accounts......... 12.50 


Registrar (Stock) 


Minimum Charge (Per Annum): 


For registration of 500 certificates. . Ewe wae 8 so ae 
For registering each certificate in excess Sar 500. 2 mclatec aan 15 
For each co-registrar in other cities... .............++.se5e8 125.00 


For posting out certificates on the closing of a registrar scene 
or retiring of stock, for each certificate.................5. 07% 


| 
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Dividend-disbursing Agent 


For each dividend: 

NN ate ck. eidia wx cs ewssvaces 62.50 
IE te PIER ie OS va ok cade cies cs 100.00 
SI EIITIPOR ET. ho oie g whe cos ce cca ce ctccunce 112.50 
TORRE 0s SO Ushe cise on dy ae lites eee ee 150.00 

EG FL a 1216 
Special Work 
For addressing envelopes, per 1,000...................... 10.00 


For addressing envelopes, folding and enclosing one report or 
circular, including stamping envelopes, mailing, etc., per 


ee ae aa en rn 20.00 
For addressing envelopes, folding and enclosing more than one 
enclosure, stamping envelopes, mailing, etc............... 25.00 


If duplicate names of holders of more than one class of stock 
are to be eliminated, an extra charge of 25 per cent is to be 
made. 

Other special services by appraisal. 


Transfer Agent (Bonds) 


Principal only 
Minimum charge (per annum).........................08. $ 50.00 
For each bond registered or transferred in excess of 100 bonds 
ES ATS .30 
Principal and interest 
Damumum charge (per annum)...................:...ec00 100.00 
For each bond issued in excess of 200 in any oneyear........... 50 


Fees for Payment of Coupons or Registered Interest 


\4 of 1 per cent of amount involved, or no charge if given 30 days free 
use of the funds. 

46 of 1 per cent of amount involved, in case of municipal issues, or no 
charge if given 15 days free use of the funds. 

In each case, there should be a minimum fee of $10 per annum. 
For Acting as Fiscal Agent to Make Returns to Internal Revenue Collector 

Me of lof per cent the amount involved, in addition to the coupon pay- 
ment fee. 

Where the Bank or Trust Company acts as both Coupon Paying Agent 
and Fiscal Agent there should be a minimum charge of $25 per annum. 

Note.—The cost of all stationery, such as binders and ledger sheets, trans- 
fer and registration sheets, window receipts, checks, paper used for lists, 
ete., and disbursements, such as postage and insurance, are to be added to 
the regular charges for services as Transfer Agent or Registrar. 
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STATUS OF NEW YORK TRUST COMPANIES AND BANKS WITH 
REGARD TO THE HANDLING OF FIDUCIARY BUSINESS 
(EXECUTOR AND TESTAMENTARY TRUSTEE) IN 
STATES OTHER THAN THE STATE OF 

NEW YORK 


Revised 1925 Report of Committee Appointed by the Corporate Fiduciaries 
Association of the City of New York! 


The committee appointed by the Corporate Fiduciaries Association of the 
City of New York to ascertain the status of New York trust companies and 
banks with regard to handling fiduciary business, especially as executor and 
testamentary trustee, in states other than New York, submit herewith 
their revised 1925 report. To secure authentic information and interpre- 
tation of the laws your committee conducted its correspondence direct 
with the Attorney Generals of the respective states. Our files embrace 
replies from forty-three states as well as from several Canadian provinces. 
In the few states from which official replies were either not vouchsafed or 
noncommittal, the committee addressed itself to responsible counsel and 
officials of trust companies to ascertain both the law and practice. Although 
the information is assembled primarily for guidance of members of this 
association, it is, of course, equally adaptable and useful to trust companies 
and banks of all states. 

This committee was first appointed by your association in May, -1922, 
and presented its initial report in the Fall of that year. The revised report 
submitted herewith, based upon nationwide inquiry, justifies emphasis upon 
two important points. One is that New York trust companies and 
banks, in common with all other corporate fiduciaries, are subjected to 
constant statutory and judicial changes in the exercise of their duties, as 
executor and testamentary trustee, requiring administration, transfer or 
settlement of estates and trusts in other than the domiciliary state. The 
second conclusion brought home to your committee, is the persistent tend- 
ency among states to either prohibit or impose needless and costly restraints 
upon “‘foreign”’ fiduciaries on the questionable theory of protecting domes- 
tic fiduciary business from outside encroachment. 

Seven states extend reciprocal privileges. This association can render 
no service more valuable to its own members and the cause of efficient and 
expeditious fiduciary administration, than to pursue the task of bringing 
about the general acceptance of uniform reciprocal laws and the elimination 
of unwise embargoes which will permit free play and exercise of legitimate 


1Reprinted with the courteous permission of the committee, through its 
Chairman, Mr. Jacob C. Klinck. 
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trust functions between the states. This does not mean invasion or compe- 
tition but better service, less cost, less delay and increased business for all 
corporate fiduciaries. 

Comparison with the first report rendered by this committee in 1922 
reveals not only numerous changes in law and judicial interpretations, but 
also an increased number of states which prohibit ‘‘foreign”’ trust com- 
panies and banks from acting or qualifying either as executor or testamen- 
tary trustee. In 1922 there were thirty states listed as permitting foreign 
trust companies or authorized corporations to act as executor and testamen- 
tary trustee. The summary embodied in this revised report shows that the 
list of states permitting qualification and administration has been reduced 
to twenty-six. In 1922 there were twelve states which unconditionally 
prohibited ‘‘foreign’’ corporations as compared with sixteen states in the 
new list. There are seven states classified where laws either limit or are 
doubtful as to foreign corporations exercising fiduciary powers. 


States Which Admit Foreign Fiduciaries 


Following are the states in which “‘foreign’’ trust companies and banks 
may act both as executor and testamentary trustee, some of which are 
subject to reciprocal provisions and others to varying requirements that 
are often onerous and tantamount to prohibition, as the advices from the 
respective states show: 


Alabama Oklahoma 
Connecticut Pennsylvania 
Delaware Rhode Island 
Dist. of Columbia South Carolina 
Idaho Tennessee 
Illinois Texas 

Maine Utah 
Maryland Vermont 
Montana Virginia 
Nevada Washington 
New Jersey West Virginia 
New York Wisconsin 
Ohio Wyoming 


Where Reciprocal Provisions Obtain 


Included in the above list are the following states where ‘‘foreign”’ trust 
companies and banks are allowed to act as executor and testamentary 
trustee, subject to reciprocal statutory provisions: 


New Jersey Rhode Island 
New York Vermont 
Ohio Wisconsin 


- Pennsylvania 
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States Which “Prohibit” 


The following states unconditionally prohibit “foreign” trust companies 
and banks from qualifying or acting either as executor or testamentary 
trustee: 


Arizona Massachusetts 
Arkansas Michigan 
California Mississippi 
Florida Missouri 
Georgia New Hampshire 
Indiana North Carolina 
Kansas North Dakota 
Louisiana South Dakota 


In the following states, as shown in the accompanying summary, the 
status of foreign trust companies and banks is limited to either executor 
or trustee or doubtful in regard to both capacities: Colorado, Iowa, Ken- 
tucky, Minnesota, Nebraska, New Mexico, and Oregon. 

For the guidance of trust companies and banks it may be stated that in a 
number of states listed above as either permitting or prohibiting ‘‘foreign”’ 
corporations, the statutes are silent on the subject of authority since admis- 
sion rests with probate and orphan courts having jurisdiction. In such 
states the committee has endeavored to ascertain prevailing practice. 


Status of National Banks as Fiduciaries 


Although the laws of the various states which relate to admission or pro- 
hibition of ‘‘foreign corporations” exercising fiduciary powers in their 
respective jurisdictions, do not specifically mention national banks, except 
in a few instances, your committee has addressed its inquiry to the Federal 
Reserve Board to definitely ascertain their status. The ruling of the Fed- 
eral Reserve Board is evidently favorable to national banks exercising trust 
powers in states outside of state where located. Under date of June 11, 
1925 General Counsel Walter Wyatt of the Federal Reserve Board writes 
and encloses the following ruling of the Federal Reserve Board which 
appeared in the Federal Reserve Bulletin for July, 1921: 

‘The Federal Reserve Board has received a number of inquiries as to whether 
or not a national bank which has been granted fiduciary powers, under the 
terms of Section 11 (k) of the Federal Reserve Act, may exercise those powers 
in states other than that in which it ts located. 

“A permit issued to a national bank by the Federal Reserve Board under the 
terms of Section 11 (k) results in an extension of the corporate powers of the 
bank to include the power to act in the various fiduciary capacities mentioned 
in the permit. Whether or not the bank may exercise those powers in states 
other than that in which it is located is a question which depends upon the laws 
of each of those other states since Section 11 (k) expressly provides that the 
powers conferred by it may be exercised only ‘when not in contravention of 
state or local law.’ The Board is of the opinion that there is no other provision 
in the Federal Reserve Act or the National Bank Act which should be construed 
to restrict the exercise of trust powers in behalf of residents of other states. 
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“The Federal Reserve Board is of the opinion therefore, that a national 
bank which has been granted permission to exercise fiduciary powers under 
the provisions of Section 11 (k) may, without other authority, exercise the powers 
granted not only in the state where the bank is located but also in any other state 
the laws of which do not expressly or by necessary implication prohibit the 
exercise of those powers by national banks located in other states. The Board 
is of the opinion, however, that in any such case the national bank would have 
to conform to those laws of any state in which it is acting which relate to the 
exercise of fiduciary powers by foreign corporations.” 


A Permanent Central Bureau of Information 


In view of frequent changes and varying interpretations in the laws 
relating to the qualification of foreign corporations acting as executor and 
trustee under the laws of other states, your committee has deemed it advis- 
able to establish a central file or bureau to maintain systematic contact and 
collect the latest available information from the various states, appertain- 
ing to this subject. An arrangement has therefore been made with the 
publisher of Trust Companres Magazine to maintain such central file or 
bureau. Not only the members of the association, but also trust companies 
and banks of all states, authorized to exercise fiduciary powers, are invited 
to avail themselves, free of charge, of the records maintained by Trust 
Companies Magazine. 

The value of this service, together with periodical revision and publication 
of this report, will be appreciated in view of the problems which confront 
trust officers in consulting with clients contemplating appointment of trust 
companies or banks as executors and trustees and where situs of property or 
real estate may require administration in other states. It is also proposed 
to amplify this service by securing latest information from the respective 
states as to qualifications governing guardianship, committee, conservator 
and as trustee under corporate mortgages as well as statutory fees allowed 
executors and trustees. 

In each instance the name of the attorney or the source of information and 
the date of the opinion have been noted, but since the laws of the various 
states are constantly changing, it would be advisable for any bank or trust 
company in New York, before qualifying in any foreign state, to consult 
local counsel. The volume of business to be obtained should also be con- 
sidered by the bank or trust company before qualifying, in order to ascertain 
whether the cost would justify the compensation to be received. 

For the convenience of members and others the status of New York or 
“foreign” trust companies and banks, in each of the foreign states, has been 
summarized in tabular form and is included in this report, ' 

Respectfully submitted, 

H. F. Wison, Jr., 

CaLvERT BREWER, 

H. W. Wixt1s, 

Jacop C, Kiinckx, Chairman, 
Committee. 


1The table mentioned is printed at end of Chapter XI, page 200. 
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STATUS OF A FOREIGN TRUST COMPANY TO ACT AS EXECUTOR 
OR TESTAMENTARY TRUSTEE AND AS CORPORATE 
TRUSTEE UNDER THE LAWS OF THE STATE OF 


Alabama.—A foreign trust company may act as executor and testamen- 
tary trustee, providing it satisfies the requirements for doing business within 
the state, such as filing certificates, etc. 

Ref. White & Case, June 2, 1916. 

Under date of January 2, 1925, Attorney General Harwell G. Davis of 
Alabama writes: 

“The above statement relative to foreign trust companies acting as 
executors, trustees, etc., in the State of Alabama is correct. It is necessary 
for such companies to qualify under the corporation laws of the State of 
Alabama to do business in the state as a foreign corporation.” 

Arizona.—A foreign trust company cannot act as executor but probably 
may act as testamentary trustee. A foreign trust company cannot act as 
executor because the statutes prohibit the issuance of letters testamentary 
to any one not a bona fide resident of the state, except in ancillary probate 
(Acts 1921, p. 175) and before the foreign trust company can act they must 
comply with the state laws relating to foreign corporations doing business 
in the state. 

The ability of a foreign trust company to act as testamentary trustee is 
considered extremely doubtful. Section 781 of Chapter III, Title 6, 
and Section 2230 of Chapter VII, Title 9, of the Revised Statutes of Arizona 
for 1913, if read together might be construed as permitting a foreign trust 
company to act as testamentary trustee in Arizona. 

Memo. of Boyce & Pechet of Douglas, Ariz. 

A foreign trust company cannot act as executor, but probably can act as 
trustee. 

Ref. White & Case, May 24, 1917. 

Above memorandum is approved as correct by Assistant Attorney General 
Earl Anderson of Arizona as per advice under date of January 9, 1925. 

Arkansas.—A foreign trust company may not act as executor or testa- 
mentary trustee. 

Assistant Attorney General Brooks Hayes of Arkansas advises as of March 
17, 1925: 

‘““We beg to advise that Section 15 of Crawford & Moses’ Digest of the 
statutes of the State of Arkansas reads as follows: 

‘« ‘Neither letters testamentary nor of administration shall be granted to 
any non-resident of this state . , 

‘“We have been unable to find any law repealing the above or amending 
it in any way.” 

California.—A foreign trust company may not act as executor or trustee. 
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Under date of January 14, 1925, Mr. James M. Oliver, attorney for the 
Superintendent of Banks of the State of California, advises: 

“Please be advised that since August 17, 1923, no foreign trust company 
may properly qualify in the State of California to act as trustee under a will, 
section 7 of the Bank Act having been amended so as to eliminate the quali- 
fication of a foreign trust company for such activity. Section 7 in part reads 
as follows: 

“‘No foreign corporation shall have or exercise in this state the power to receive 
the deposit of trust money, security or other personal property from any person 
or corporation or any of the powers specified in section six of this act, nor have 
or maintain an office in this state for the transaction of or transact directly or 
indirectly any trust or similar business except that a trust company incorporated 
in another state may have or exercise in this state such powers as are permitted 
to foreign corporation by the provisions of section 90 of this act.” 

Section 90 in part reads as follows: 

“A foreign corporation may be ere to act in this state as trustee for 
the following purposes: 


“1. To deliver bonds and receive payment therefor. 

**2. To deliver permanent bonds in exchange for temporary bonds of the same 
issue. 

3. To deliver refunding bonds in exchange for those of a prior issue or issues. 

“‘4. To register bonds or to exchange registered bonds for coupon bonds or 
coupon bonds for registered bonds. 

“5. To pay interest on such bonds and to take up and cancel coupons repre- 
senting such interest payments. 

“6. To redeem and cancel bonds when called for redemption or to pay and 
cancel bonds when due. 

“7. The certification of registered bonds for the purpose of exchanging 
registered bonds for coupon bonds.” 


Colorado.—Nothing found in statutes expressly authorizing a foreign 
trust company to act as executor and trustee under last will and testament 
of resident. 

The Clerk of the County Court in Denver advises that in twenty years’ 
experience he has never known of a foreign corporation having qualified as 
executor, administrator, conservator, guardian or testamentary trustee. 
While there is no statutory declaration bearing directly upon the subject 
there is a section of the laws of Colorado on wills and estates providing that 
removal from the state is ground for removal of a fiduciary from office. 
Pursuant to this provision it has never been the practice of the County Court 
of Denver to appoint non-resident individuals in fiduciary capacities other 
than that of executor. No change was made in the statutes during the 
legislative session of 1925. 

Connecticut.—A foreign trust company may act as executor and trustee 
provided they appoint in writing the Secretary of State as their attorney 
upon whom process may be served. Bond to be furnished in discretion 
of Probate Court. 
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The following supplemental references have been approved by Attorney 
General Frank E. Healy of Connecticut: 

Ref. Chapter 131 Public Arts of 1903—Letter of Tax Commissioner, 

March 22, 1918. 

A New York trust company may act as corporate trustee of real and 
personal property in Connecticut. 

Ref. White & Case, March 9, 1915. 

Under date of December 23, 1919, Mr. E. J. Sturges, Bank Commissioner 
of the State of Connecticut, advised the Mechanics & Metals National Bank 
as follows: 

“Replying to your favor of December 19th regarding formalities 
required in this State for you to qualify to act as executor or trustee 
under a will, so far as we are informed application to the Probate Court 
where the will is probated, and the filing of a satisfactory bond would 
be sufficient.” 

Delaware.—A foreign trust company, properly authorized by its charter, 
can act as trustee. To qualify as executor, a bond is required by law with 
bond surety from a reliable surety company qualified to engage in business 
in this state; to qualify as trustee, such company would have to give bond 
in double the value of the trust estate, and approved by Court of Chancery 
before receiving the trust. It is possible that a will might be drawn in a 
manner to avoid a bond of double the amount of the trust estate. 

While not considered necessary it would seem advisable to qualify to do 
business in State of Delaware before accepting estate or trust by filing with 
the Secretary of State. 

(a) Certified copy of charter. 

(b) Names of its authorized agents in the State. 

(c) Sworn statement of assets and liabilities. 

(d) Pay to the Secretary of State his required fee for filing above papers. 

Above memorandum confirmed by independent counsel under date of May 

28, 1925. , 

District of Columbia.—A foreign trust company can act as executor under 
a will of a decedent of the District of Columbia, but on qualifying as such 
in our Probate Court, must, unlike local trust companies, give bond. 

Neither special taxes nor fees need be paid to qualify. 

United States Attorney Peyton Gordon of the District of Columbia, Washing- 
ton, D. C. advises under date of March 20, 1925: 

“The above memorandum correctly states the facts under which a foreign 
trust company can act as executor in the District of Columbia. The only 
matter in relation thereto which I can think of that may be of interest is 
that such a trust company must furnish a non-resident power of attorney 
to the register of wills to accept service of any notice or process issued by 
any competent court in the District of Columbia with relation to the estate 
for which the trust company is acting as executor.” 

Florida.—A foreign trust company may not act as executor or testamen- 
tary trustee, or as trustee under a mortgage on real estate situated in Florida. 
Chapter 8531 of the Session Laws of 1921. 
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Ref. White & Case, May 27, 1924. 

Above statement of status confirmed by Atiorney General Rivers H. Buford 
of Florida, January 3, 1925. 

Georgia.—A foreign trust company may not act as executor or testamen- 
tary trustee. 

Independent counsel advises under date of June 30, 1925, that foreign 
corporations cannot be appointed executors and administrators in Georgia 
to administer the estates of citizens of Georgia, but foreign corporations 
appointed as executors or administrators in foreign jurisdictions may 
function in Georgia as fully as though appointed here, after complying with 
the formal matters set out in Section 3894 of the Code of Georgia. This 
Code Section reads as follows: 

““Executors qualified according to the law of their domicile, upon wills prop- 
erly admitted to probate in another state, upon filing with the court a certified 
copy of such proceedings, shall be entitled to use all the processes and remedies 
prescribed by the law of this state, in the same manner as if qualified under the 
laws of this state; if not filed before suit brought, the court may allow such certi- 
fied copy to be filed afterwards on such terms as it may prescribe.” 

See in this connection Mechanics and Traders Bank vs. Harrison (68 Ga. 
463 at page 471). 

Section 3884 of the Code of Georgia provides: 

“Citizens of this state only are eligible to be executor, except as provided for 
in Section 3867. (Section 3867 provides that whenever a citizen of any other 
state shall be an heir at law of equal, greater or sole interest of any estate of a 
deceased citizen of the State of Georgia, such non-resident citizen may act as 
executor or administrator.) 

The code further provides as follows: 

“In all cases after January 1, 1895, until such foreign wills have been pro- 
bated as herein required, no property in this state belonging to such testator, 
shall be managed or controlled by the executor therein named, or any administrator 
with the will annexed, appointed elsewhere. Nothing in this section shall 
impair the right of foreign executors and administrators to sue in the courts of 
this state, nor shall it impair their right to draw dividends, check out funds, or 
transfer stock, as now provided by law.” 

Idaho.—A foreign trust company may act as executor and testamentary 
trustee after qualifying to do a business therein. 

Ref. Letter of White & Case, October 8, 1920. 

There are no specific provisions for the authorization or admission of 
foreign trust companies. General foreign corporation laws, Sections 4772 
to 4779 compiled statutes of 1919, relate in terms to “‘every corporation not 
incorporated under the laws of this State’”’ doing business in this state. 

Attorney General A. H. Conner of the State of Idaho advises as of March 
11, 1925: 

“There has been no change in the laws of Idaho relating to foreign 
corporations since 1920, which seems to be the date of your last information, 
except a new compilation of our laws to which I have made a corrected 
reference.” 
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Illinois.—A foreign trust company may act as executor and testamentary 
trustee. Attorney General Edward J. Brundage of Illinois advises under 
date of January 8, 1925, that ‘‘a foreign trust company, before qualifying 
through the auditor’s office of this state, to accept and execute trusts must 
first qualify through the Secretary of State’s office as a foreign corporation 
and secure a permit to transact business herein under Sections 80 to 95 
inclusive of ‘An Act in relation to corporations for pecuniary profit,’ ap- 
proved June 28, 1919, as subsequently amended, the same being paragraphs 
80 to 95 inclusive of chapter 32, Smith-Hurd’s Illinois Revised Statutes, 
1923, pages 504-506.” 

The Attorney General of Illinois also advises that the laws of the state do 
not require the filing of an anti-trust affidavit on or about September 1, by 
foreign trust companies. 

Foreign trust companies are required to fileeach year the following reports: 

Annual report, between February 1st and March Ist, Section 2 of Act 
of May 10, 1901. 

Report on real estate acquired in securing any debt or liability due such 
corporation, between December Ist and December 20th. 

The fee for filing each of the above instruments is $1.00. 

Foreign corporations are also required to file certified copies of all amend- 
ments to charters., 

Certificate of Authority will be cancelled if an annual report is not made 
in February. 

Ref. White & Case, June 29, 1920, and July 3, 1920. 

Indiana.—A foreign trust company may not act as executor or testamen- 
tary trustee. 

“Tnasmuch as the foreign corporation act does not allow trust com- 
panies of a foreign state to do business in Indiana, it is my opinion that such 
a foreign trust company cannot qualify as an executor and trustee under 
the will of a resident of Indiana.” 

Ref. U. S. Lesh, Indiana Attorney General, February 23, 1923. 

Attorney General Arthur L. Gilliom of Indiana advises under date of January 
2; 1925: 

“T think the above memorandum of my predecessor is substantially 
correct. An executor or trustee in Indiana must at all times be subject to 
the courts’ jurisdiction and hence our statutes provide that the removal of 
a sole executor or trustee from this state is a ground for his dismissal as such.” 

Iowa.—It is doubtful if a foreign trust company may act as executor or 
testamentary trustee. 

“Under the provisions of the statutes of the State of Iowa, a foreign trust 
company cannot be an executor or testamentary trustee unless they have 
become incorporated under the laws of Iowa.” 

Ref. Letter of Assistant Attorney General of Iowa, S. S. Fauille, dated 
January 7, 1925. 

Kansas.—A foreign trust company is prohibited from acting as executor 
or testamentary trustee in Kansas by Section 22-328, Revised Statutes of 
Kansas for 1923, which provides as follows: 
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“Letters testamentary and of administration shall in no case be granted to 
a non-resident of this state; and when an executor or administrator shall become 
a non-resident, the Probate Court having jurisdiction of the estate of the testator 
or intestate or such executor or administrator shall revoke his letters.” 

Independent counsel advise that there is probable exception to the rule 
which arises where there has already been appointed in a foreign state, an 
executor or administrator, and there is also real property belonging to such 
estate situated in Kansas. The foreign executor or administrator may, 
after a proper showing, be appointed executor or administrator in any 
county in Kansas in which any part of the real estate may be located, for 
the purpose of selling such real estate. This procedure is provided for by 
Section 22-832, Revised Statutes for 1923. 

There is one other phase which should be considered, which is not directly 
in point, since it involves the question of admitting a foreign corporation 
to do business in Kansas. The Kansas law provides that a foreign corpora- 
tion, upon meeting requirements set out in Sec. 17-501, Revised Statutes 
for 1923, be authorized to do business in the State of Kansas. It would, 
therefore, seem that a foreign trust company, having been given authority 
to do business in Kansas, might be appointed as executor or administrator 
of a Kansas estate. 

Kentucky.—In the absence of any specific provision in the statutes it is 
doubtful if a foreign trust company may act as executor or testamentary 
trustee. 

Under date of January 2, 1925, Assistant Attorney General Gardner K. 
Byers of Kentucky advises as follows: 

“A non-resident of Kentucky is not qualified to act as a personal repre- 
sentative of the estate of deceased persons domiciled within this state, 
and therefore it follows that a foreign trust company may not act as executor 
and testamentary trustee. The power of a trust company to act in a fiduci- 
ary capacity is confined to trust companies organized under the banking 
laws of this state, and a foreign trust company may not obtain that power 
merely by qualifying to do business in this state as in the case of ordinary 
corporations.” 

The above statement is confirmed by Attorney General Frank E. Daugherty 
of Kentucky. 

In response to further inquiry as to authority of a foreign corporation or 
trust company to act as trustee of a mortgage to secure an issue of bonds, 
all or part of the real estate or other property, covered by the mortgage, 
being located in the State of Kentucky, the Assistant Attorney General, 
Gardner K. Byers, advises: 

“T beg to say that there is nothing in the statute law of Kentucky which 
prevents a foreign trust company from acting as trustee under a corporate 
mortgage or deed of trust.” 

Louisiana.—A foreign trust company may not act as executor or testa- 
mentary trustee in this state. 

A resident of Louisiana may create an unimpeachable trust in New York 
State out of his personal property. Louisiana statutes prohibit distribution 
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by will or otherwise of more than a certain percentage of the entire estate, 
and a trust in amount greater than such proportion may possibly be attacked 
through the estate remaining in Louisiana. 
Ref. White & Case, September 4, 1919, October 24, 1919, and March 24, 
1924, 

Above statement of status of foreign trust companies in Louisiana is approved 
as correct by Assistant to Attorney General Michael M. Irwin of the State of 
Louisiana, in advice under date of January 21, 1925. 

Maine.—A foreign trust company may qualify as executor and trustee 
under the last will and testament of a resident of Maine, provided it appoints 
an agent or attorney in that state, pursuant to Chapter 68, Section 44, of 
Revised Statutes. 

Above statement of status of foreign trust companies in Maine is confirmed 
by Deputy Attorney General Clement F. Robinson of the State of Maine in 
advice under date of January 6, 1925, stating: 

“Our statute, Revised Statutes, Chapter 52, Section 84, prohibits trust 
companies from serving as administrators, but there is no prohibition against 
their acting as executors or trustees.” 

Maryland.—A foreign trust company may act as executor and testamen- 
tary trustee. 

Ref. Letter White & Case, March 16, 1923. 

Assistant Attorney General of Maryland, Willis R. Jones, under date of 
March 10, 1925, advises that the department was requested during the latter 
part of 1924 to rule upon the question of whether or not a foreign trust com- 
pany is entitled to act as executor under the laws of Maryland, but declined 
to do so on the ground that the state was not interested in the controversy 
and that matter was one to be decided by the Orphans’ Court of the partic- 
ular county after both the trust company and the parties in interest had been 
heard. The further information was vouchsafed that there is some differ- 
ence with respect to the law of Maryland on this subject. 

Independent counsel advises that under date of December 12, 1916, the 
Hon. Albert C. Ritchie, then the Attorney General and now Governor of 
Maryland, in a letter to the Corporation Trust Company stated that “‘a 
foreign trust company may act as trustee of property located in this state, 
and also as executor, administrator or guardian. There are no prerequisites 
which our statutes require, except, of course, that the foreign trust company 
must qualify in the usual way by giving bond if it is to act as trustee, and 
by giving bond and making affidavit before the Orphans’ Court that it will 
properly perform its duties if it is to act as executor, administrator or 
guardian.” 

Governor Ritchie’s original notes referred to Section 93-95 of Article 23 
of the Maryland Code (now Sections 119-122 of the new Bagby’s Annotated 
Code of 1924). There have been no changes in the provisions referred to. 

Since the above letter was written by Governor Ritchie, the Maryland 
Court of Appeals, in a case decided on January 16, 1919 (Baden vs. Washing- 
ton Loan & Trust Company, 183 Md. 602), has decided that a foreign corpo- 
rate trustee may sell real property in Maryland, in the performance of the 
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functions conferred upon it by the will, without being obliged to comply 
with Section 93, Article 23 of the Code then in force, now Section 119 of 
Article 23 of the new Code. This section is one of the sections referred to 
by Governor Ritchie in the notes made by him at the time of his writing the 
above letter to the Corporation Trust Company, as above set forth. There 
have been no amendments of the law or legal decisions which would abrogate 
or qualify Governor Ritchie’s aforesaid letter of December 12, 1916. 

Massachusetts.—A foreign trust company may not act as executor or 
testamentary trustee. Section 167, Chapter 167 of the Massachusetts 
General Laws provides: 

“No foreign banking association or corporation shall transact business 


' in this commonwealth until it has received a certificate from the Board of 


Banking Corporation authorizing it so to do.” 

Thus far it has been the policy of the Board of Banking Corporation not 
to give such authorization and it is the unofficial opinion of the Board that 
it would have no authority to grant such permission to any foreign trust 
company, the Statute being confined to domestic trust companies. Even 
if a foreign trust company expressly authorized in its charter to act as fidu- 
ciary in other states were given authority to do business in Massachusetts 
under Chapter 167, Section 37, it is regarded as doubtful whether it would 
be authorized to act as a fiduciary in Massachusetts from the point of view 
of Massachusetts laws, and there seems no doubt but what the Probate 
Court would refuse to appoint it. 

In the case of Guaranty Trust Company, petitioner, 248 Massachusetts 
319, decided March 3, 1924, the Court held that a foreign trust company 
which had not obtained a certificate from the Board of Banking Corporation 
authorizing it to transact business in the Commonwealth, could not be 
appointed an executor or a testamentary trustee in Massachusetts on the 
ground that acting as a fiduciary was doing business within the place of 
appointment and not merely performing an isolated act of business. The 
Banking Department of the Commonwealth of Massachusetts has held that 
a New York trust company, acting under the will of a New York decedent, 
may not administer Massachusetts real property under ancillary letters in 
Massachusetts, without first taking out a license to do business within 
the Commonwealth. 

Ref. Greene & Hurd, October 19, 1922. 

The express statutory authority to trust companies to act as executor of 
or trustee under a will of a resident of Massachusetts, given by general 
laws, Chapter 172, Section 52, is, by definition in Section 1 thereof, limited 
to trust companies organized under the laws of Massachusetts. Section 12 
of Chapter 167 of the General Laws may be construed to prohibit only a 
banking or depository business and not to prohibit a fiduciary business, and 
while Probate Court at one time appointed foreign trust companies to act 
in a fiduciary capacity, it no longer does so, and has refused and would now 
refuse to appoint a New York trust company as executor or trustee. 

Ref. Choate, Hall & Stewart, March 22, 1923. 
Ref. White & Case, April 3, 1924. 
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Michigan.—A foreign trust company cannot act as executor and testa- 
mentary trustee in this state. 

Above statement of status of foreign trust companies acting as executor or 
testamentary trustee is confirmed by Deputy Attorney General Clare Retan of 
Michigan in advice under date of January 6, 1925. 

Minnesota.—A foreign trust company may act as executor or testamen- 
tary trustee although statutes on subject are not quite clear and no interpre- 
tation has thus far come from the Supreme Court of the state. In the 
absence of specific statutory provision foreign trust companies may be 
guided by the course described in the subjoined statement which is approved 
as correct by Assistant Attorney General Rollin L. Smith of the State of 
Minnesota in advice under date of January 5, 1925, in which he says that the 
question is really an open one in Minnesota and expresses the opinion that 
the matter will not be clarified until there is a decision from the Minnesota 
Supreme Court or a legislative act on the subject. The approved statement 
of procedure is as follows: 

W. H. Yardley of Yardley & Tiffany, St. Paul, writes the United States 
Mortgage & Trust Company under date of September 16, 1920, as follows: 

“Replying to the questions in your letter of Sept. 9, I beg to state that 
under the laws of Minnesota, a New York Trust company permitted by its 
charter to perform the duties of executor within Minnesota may, in the 
discretion of the Probate Court, be appointed as such executor upon filing 
a bond in an amount fixed by the Court. If permitted by its charter, a New 
York corporation can also act as testamentary trustee. 

“T am of the opinion that a New York trust company, if permitted by its 
charter to accept the trust, may be appointed and act as trustee for bond- 
holders under the usual corporate trust mortgage. 

“‘T am also of the opinion that in neither case would it be necessary for the 
trust company to procure a license to do business within the State of Minne- 
sota as a condition precedent to its appointment or the performance of the 
duties incident to the trust.” 

Independent counsel advise under date of June 3, 1925, that there has 
not been any decision by the Supreme Court of Minnesota directly on the 
subject of the right of a foreign corporation to act as executor or testamen- 
tary trustee in thisstate. A bill was introduced in the 1925 legislature which 
contained reciprocal provisions, but failed to pass. Counsel also advise that 
Probate Judge of Hennepin County has always refused to appoint non- 
resident trust company as executor of a will probated in that county. 

Mississippi.—‘‘ No foreign trust company can serve as trustee, executor, 
administrator, guardian or conservator of an estate located in this state as 
the statute has failed to provide for such companies in this respect. Opinion 
of Secretary of Banking Department, November 23, 1916.” 

Ref. Letter of H. W. Willis, Assistant Trust Officer, Irving National 
Bank, dated September 9, 1920. 

Above statement of status in Mississippi is approved as correct by Special 
Agent C. E. Dorroh for the Attorney General of Mississippi under date of 
January 2, 1925. 
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Missouri.—A foreign trust company cannot act as executor or testamen- 
_ tary trustee. As to estates of decedents, Section 10, Revised Statutes of 
Missouri, provides: 

Letters testamentary shall in no case be granted to a non-resident of Missouri 
on the estate of a resident. 

Sec. 271a, Laws 1925, provides: 

‘No letters of administration shall be issued upon the estate of any decedent 
non-resident of Missouri as to any shares of stock, credits or choses, if the 
non-resident legal representative of the decedent shall file in Missouri evidence 
of his appointment and authority as such and his affidavit that the decedent was 
not possessed at the time of his death of any property located in Missouri 
other than shares of stock, credits and choses. After six months such legal 
representative shall as such be vested with all of the right, title and interest of 
the decedent in such shares of stock, credits and choses.” 

As to estates of minors (1) Missouri courts will not appoint a non-resident 
as guardian of a minor residing in Missouri, to receive and administer secur- 
ities, credits and choses of the resident minor; (2) Missouri courts will not 
appoint a non-resident as guardian of a non-resident minor having real 
estate in Missouri, but under restrictions will permit sale of Missouri real 
estate by the guardian of a non-resident minor appointed at the domicile 
of the minor. 

As to trusts under wills Section 13418a, Laws of 1921, provides: 

No corporation organized under the laws of any other state shall receive as 
trustee any real or personal property in this state devised or bequeathed by the 
will of any person domiciled in this state at the time of his or her death, nor 
shall any corporation receive as trustee any real or personal property located 
in this state devised or bequeathed by any (non-resident) person by last will 
and testament. 

As to conveyances in trust Section 2254, Revised Statutes, provides: 

“No foreign corporation shall act as trustee in any deed of trust whereby any 
property in Missouri is conveyed in trust, unless in such conveyance there shall 
be named as co-trustee a corporation of Missouri having power to act as trustee 
or an individual citizen of Missouri. No suit shall be brought to foreclose any 
such deed of trust, unless a resident trustee shall be a party plaintiff.” 

Montana.—A foreign trust company may legally qualify to act as executor 
and testamentary trustee. 

Under date of March 28, 1925, Attorney General L. A. Foot of Montana, 
after quoting the statutes relating to authority and powers of domestic 
trust companies, states: 

“T am of the opinion and so hold that the effect of the adoption of the 
Code of Civil Procedure of 1895 and the elimination of the words 
originally appearing in the Probate Practice Act ‘or who is absent from or 
resides out of the state,’ is to indicate a legislative intent to remove that 
restriction. 

“T, therefore, conclude that a foreign trust company, duly authorized by 
its article of incorporation to act as executor and testamentary trustee and 
which has been duly and regularly admitted to do business in Montana, 





400 TRUST DEPARTMENTS 


may legally qualify in the courts of this state as an executor and testamen- 
tary trustee in probate proceedings in Montana.” 

Nebraska.—It is doubtful if a foreign trust company may qualify as execu- 
tor and testamentary trustee. Independent counsel advises that although 
the statutes of the state are silent on this particular question, a survey of 
the general trust companies’ statutes and court decisions, supports the 
conclusion that a foreign trust company cannot qualify in such capacities. 

“In the case of the Continental Trust Company vs. Paterson, found in 76 
Nebraska, 411, which was decided before trust companies were authorized 
in this state, it was held a corporation could not act as administrator, and 
quoted with approval from other cases which held that a corporation, unless 
expressly authorized, could not act in any fiduciary capacity which required 
the making of an oath. In this case the Supreme Court said that ‘in the 
appointment of administrators, the County Court is limited by the “‘ Four 
Corners of the Statute” and whenever it travels beyond these limits its acts 
are a mere nullity.’ 

“‘ After a decision in the above case, the legislature passed a Trust Com-- 
pany Act. By a compliance with the provisions of this act, a corporation 
may act in a fiduciary capacity and until compliance with this act, we believe 
that a corporation would be in the same position as the corporation in the 
hereinbefore mentioned case prior to the enactment of the trust companies 
statute. 

“The 1925 legislature passed House Roll No. 222, which provides that the 
administrators of estates of persons dying intestate shall be granted only 
to residents of the State of Nebraska. Whether or not this section of our 
law would, by implication, exclude foreign executors and trustees, is only a 
matter of conjecture, but the Probate Judge of this County says that he 
does not believe that he has authority to appoint a foreign corporation as 
executor, administrator or trustee, and would refuse to do so if application 
were made.” 

Nevada.—A foreign trust company may act as executor and testamentary 
trustee. The Deputy Attorney General of Nevada advised under date of 
January 25, 1917, that foreign trust companies may act as trustee of property 
located in that state and as executor, administrator, guardian or conservator 
of an estate located there. ‘‘If such foreign trust company enters this state 
for the purpose of doing business therein, it must file a copy of its articles of 
incorporation with the Secretary of State and pay the usual fee therefor.” 

Above statement is approved by Attorney General M. A. Diskin of Nevada 
in advice under date of March 17, 1925, in which he states: 

‘From an examination of the law I find no material change and the state- 
ment made by said Deputy Attorney General is a correct statement of the 
law as it now exists.” 

New Hampshire.—No foreign company can qualify as executor or testa- 
mentary trustee. Such prohibition is contained in Section 1, Chapter 121 
of the Laws of New Hampshire, approved March, 1919. 

Under date of January 2, 1925, Attorney General Oscar L. Young of New 
Hampshire advises: 
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“‘No foreign company can qualify as executor or testamentary trustee 
under the laws of New Hampshire. . . . This office would not express any 
opinion as to whether a New York trust company could qualify as corporate 
trustee under a mortgage of real and personal property.” 

Independent counsel, under date of June 8, 1925, advises that it is his 
opinion that a New York trust company could not qualify as corporate 
trustee under a mortgage of real or personal property. 

New Jersey.—Subject to reciprocal privileges, a foreign trust company 
may act as executor and testamentary trustee under the will of a New 
Jersey resident, but cannot solicit either directly or indirectly appointments 
as executor or trustee. 

The above statement of the status of foreign trust companies in New Jersey is 
confirmed and the memoranda which follow, including status of national banks 
are also approved by Deputy Commissioner Thomas K. Johnston of the New 
Jersey Department of Banking and Insurance as per advice under date of 
December 31, 1924. 

Chapter 35 of the New Jersey Statutes for 1907 provides that ‘‘no banking, 
saving company, trust or safe deposit corporation, created by any other state 
or by any foreign state, kingdom or government, shall transact any business 
in this state, except to the extent that similar corporations in New 
Jersey are permitted to transact business in such state, kingdom or 
government.” 

In 1911 New York enacted a similar statute which provides that 
a trust company incorporated in another state may be appointed as 
executor of or trustee under the last will and testament of any deceased 
person, provided that similar corporations of New York are permitted to act 
as such executor or trustee in the state, where said outside corporation was 
organized. 

Ref. Opinion of Attorney General, New Jersey, April 26, 1912. 

For a New York trust company to qualify in New Jersey, the following 
are required: 

1. Copy of company’s charter with all amendments and additions to date, 
certified to by the lawful custodian of the originals, also by the secretary of 
the company. 

2. A statement of its condition signed and sworn to by the president or 
vice-president and treasurer. 

3. A certificate of the Superintendent of Banks of New York, setting forth 
the amount and kind of securities held by him in trust for the creditors of 
the company. 

4. A certificate of said Superintendent, setting forth the financial condi- 
tion of the institution as found by the last examination of its affairs by his 
department. 

5. An appointment by the company of the Commissioner of Banking and 
Insurance as attorney upon whom process may be served. 

6. A certificate of the Secretary of the Company as to the post office 
address of the home office of the corporation, and, 

7. Application for admission. 
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8. The fees payable are: filing of charter, $20; filing report of conditions, 
$20; annual license fee, $250; total, $290. 

Ref. Letters Deputy Commissioner, Dept. Banking & Insurance, New 
Jersey, December 19, 1912. 

Under date of December 19, 1919, Frank M. Patterson, Esq., New York 
City, advised the Mechanics & Metals National Bank as follows: 

“Your letter of December 16th at hand, asking whether the Mechanics 
& Metals National Bank can qualify to act as executor and trustee under a 
will in the State of New Jersey, or in any other state outside of New York. 

“In reply I beg to state that Congress on September 7, 1918, amended the 
Federal Reserve Act, Section 9794-K, Section 2 thereof, by granting to 
national banks applying therefor, when not in contravention of the state 
or local law, the right to act as trustee, executor, administrator, registrar 
of stocks and bonds, guardian of estates, assignees, receiver, committee of 
estate of lunatics, or in any fiduciary capacity in which state banks, trust 
companies or other corporations which come into competition with national 
banks are permitted to act under the laws of the state in which the national 
bank is located—and also enacted, that whenever the laws of such state 
authorize or permit the exercise of any or all of the foregoing powers by state 
banks, trust companies, or other corporations which compete with national 
banks, the granting to and the exercise by such national banks, shall not 
be deemed to be in contravention of state or local law within the meaning 
of this act. 

‘In the matter of the petition of Bessie B. Mollineau, for the sale of 
real estate belonging to Gordon S. Mollineau, an infant, Judge Kapper of 
the Supreme Court, on October 15, 1919, wrote an opinion holding that the 
State of New York could not pass a statute or keep one on its books denying 
to a national bank in New York State the rights conferred by the amend- 
ment hereinbefore recited; and that if any such interpretation were given, 
it would be equivalent to a nullification of the Act of Congress, the para- 
mount law-making body of the country. 

“T do not know whether the last cited case has been appealed or not. 

“However, from the amendment to the Federal Reserve Act, it would 
appear that you can qualify as an executor in the State of New Jersey. 

“The same answer can be made with reference to the question as to 
whether you can qualify in other states. The amendment is apparently 
broad enough to permit this.” 

New Mexico.—A foreign trust company may act as trustee but may not 
act as executor under the will of a decedent resident of-this state. 

There is no provision in the statute which requires a foreign corporation 
acting as corporate trustee to file either its articles of incorporation or to 
appoint an agent within the state upon whom process may be served. 

Ref. White & Case, June 10, 1918, and January 15, 1920. 

New York.—A foreign trust company may act as executor or testamen- 
tary trustee of the estate of a New York resident provided the laws of the 
State in which such foreign trust company is organized grant to New York 
trust companies similar privileges. However, no foreign trust company 
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having authority to act as executor or testamentary trustee shall establish 
or maintain directly or indirectly any branch office or agencies in this 
state or shall in any way solicit directly or indirectly any business as exec- 
utor and trustee herein. 

North Carolina.—A foreign trust company cannot qualify as executor or 
_ testamentary trustee under the will of a North Carolina decedent. 

Section 1, Chapter 196, Public Laws, 1915. 

Above statement is approved by Attorney General James S. Manning of 
North Carolina under date of January 1, 1925. 

North Dakota.—A foreign trust company may not act as executor or 
testamentary trustee. 

Under date of January 2, 1925, Assistant Attorney General Charles Simon 
of North Dakota advises: 

“The Supreme Court of the State of North Dakota has held that a foreign 
trust company cannot act as executor and testamentary trustee under the 
will of a Dakota decedent, although there is no inhibition in the statute. 
The memorandum above is correct, according to the decision of the Supreme 
Court of this state on the proposition.” 

Ohio.—A foreign trust company may act as executor and testamentary 
trustee subject to other states granting reciprocal privilege. In Ohio, 
before accepting any trust, trust companies, whether foreign or domestic, 
must have paid in capital of $100,000 and must have deposited $100,000 
with the State Treasurer. Foreign trust companies must comply with the 
general laws respecting admission of foreign corporations, must file with the 
Superintendent of Banks a certificate of admission and annually a certified 
copy of their last published statement, and must pay an annual license fee 
of $100. Foreign trust companies are subject to examination by the Super- 
intendent of Banks and chargeable with the expense of such examination. 
See Sections 710-150-1-2-3. 

For exception permitting foreign corporations to act in certain cases as 
executor or administrator, or under trust deed or mortgage securing bond 
issue, see Section 710-154, which follows: 

“‘ No such trust company, foreign or domestic, authorized to accept and execute 
trusts, either directly or indirectly through any officer, agent or employee thereof, 
shall certify to any bond, note or other obligation to evidence debt, secured by 
any trust deed or mortgage upon or accept any trust concerning property located 
wholly or in part in this state, without complying with the provisions of Sections 
150, 151 and 152 of this act. But nothing herein contained shall prevent a 
foreign corporation from qualifying as executor or administrator of property in 
this state, after appointment as executor or administrator by the courts of any 
other state as provided by law, when the decedent was a resident of such state at 
the time of his death, or from acquiring, holding or transferring title to lands or 
other property within this state as trustee to secure any bond, note or other obliga- 
tion aforesaid, or from certifying thereto, but provided always that by the laws 
of such other state a trust company organized and doing business under the 
laws of this state shall have equal privileges as to any similar estate, deed or 
trust of property in such other state.” 
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Paragraph (C) of Section 710-17 reads as follows: 

‘Each foreign trust company desiring and intending to do business in this 
state shall annually pay to the superintendent of banks a fee of one hundred 
dollars for issuance to it of a certificate authorizing it to transact business in 
this state, and such fees shall be paid before such certificate is issued.” 

Above memorandum confirmed by independent counsel under date of June 
. 3, 1925. 

Oklahoma.—A foreign trust company may act as executor and testamen- 
tary trustee by complying with the law relative to foreign corporations and 
making the deposit with the State Treasurer of the securities required of local 
trust companies. Foreign trust companies may act in such capacities by 
complying with these two provisions of the law and appointing a resident 
of this state as its agent on whom service of summons can be made. 

Ref. Letter from Counsel of Exchange Trust Company, Tulsa, Oklahoma, 
Dated June 3, 1925. 
Oregon.—A foreign trust company may not act as executor but may act 
as testamentary trustee. 
Ref. White & Case, July 18, 1922. 
Ref. Letter from Attorney General I. H. Van Winkle of Oregon, Dated 
January 5, 1925, advising: 

“No change has been made in the law of the State of Oregon, which pro- 
hibits a non-resident trust company from acting as executor since 1922.” 

Pennsylvania.—A foreign trust company may act as executor and testa- 
mentary trustee. <A foreign trust company may act as executor and trustee 
under the will of a Pennsylvania decedent, but a bond will be required in 
each case. This bond is usually in double the size of the estate, and the 
premiums on such bonds under Pennsylvania decisions are allowed as a 
charge upon the estate. 

Deputy Attorney General J. W. Brown of Pennsylvania advises under date 
of March 9, 1925: 

“The above statement as to foreign trust companies acting as executor 
or trustee in this state, is correct. I would, however, add the following: 

“Every appointment by will of a trustee or guardian who is a non- 
resident of this commonwealth shall be subject to the approval of the court, 
and the court may require a bond. No such appointment shall be made 
nor shall letters testamentary be issued to a corporation of another state 
unless such corporation shall first file with the clerk of the court, or the regis- 
ter of wills, as the case may be, an appointment in writing of an attorney in 
fact resident within the respective county upon whom service of process 
and notices may be served.” 

Ref. White & Case, June 9, 1923: 

“‘ May act as executor and testamentary trustee provided reciprocal privileges 
are granted Pennsylvania trust companies.” 

Rhode Island.—A foreign trust company may act as executor and testa- 
mentary trustee. At the 1925 session of the Rhode Island legislature an 
amendment was enacted which contains the reciprocal provision allowing 
foreign trust companies to act as executor, trustee and in other fiduciary 
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capacities in Rhode Island providing the states where trust companies 
are located and which seek qualification in this state allow Rhode Island 
trust companies to act in such jurisdictions. In view of the fact that the new 
law has not yet been construed the following opinion furnished by Huddy, 
Emerson & Moulton, counsel for the Industrial Trust Company of Provi- 
dence, under date of May 23, 1925, is of interest: 

“‘In response to your question as to what a foreign trust company should 
do to take the benefit of Section II of Chapter 271, added thereto by Act 
of the General Assembly passed at the January session, 1925, would say that 
we should assume, in the absence of judicial construction by the courts, 
that the act was intended to be complete in itself, and that compliance with 
its proviso for the filing of power of attorney with the Bank Commissioner 
would be the only requirement. We think, however, that such trust com- 
pany, on being appointed executor, would be subject to our probate statutes 
as to the appointment of a resident agent, Chapter 363, Section 44— 
we see no reason why this should not be combined with the appointment 
under the 1925 act—provision for giving bond, Chapter 271, Section 4, f, 
and Chapter 371. It is our view that a foreign trust company would prob- 
ably be required to give surety on its probate bond in lieu of complying with 
Chapter 271, Section 7, which requires the deposit of a guaranty fund with 
the General Treasurer. We have no local court decisions which bear on the 
subject, unless, by analogy, the case of Aquidneck Bank vs. Jennings, 44 R. I. 
435, which has in effect been now overruled by a subsequent decision of the 
United States Supreme Court. In the Aquidneck Bank case, our court, in 
discussing the putting up of the guaranty fund by a national bank, said, 
at page 441: 

“Tf it were a trust company, the securities equal to twenty per centum of its 
capital stock, which the petitioner is seeking to deposit with the General Treasurer, 
would be a deposit which it would be required to make merely as an addition 
to the security furnished under the provisions of Section 6. In this regard we 
are of the opinion that it would be in contravention of our state law Jor this court 
to take action which should apparently admit this petitioner to a standing of 
equality with trust companies; treating it as a corporation which furnished 
a similar security to beneficiaries and had equal authority to act in a fiduciary 
capacity.” 

“Tt could be argued from this that our court would be inclined to require 
of a bank of a foreign jurisdiction, if it did have the right to act in Rhode 
Island, the same security as is required of local trust companies. It cannot 
be said, however, that the court has so decided, and it might take a different 
view, in any event, due to the passage of our new statute. There is no 
penalty provided for not complying with Chapter 271, Section 7, and we 
think a foreign trust company would not be taking any serious chances in 
not complying with that section until our courts have passed upon the point. 
We are informed that under somewhat similar statutory provisions in New 
York, the practice is in consonance with the views we have expressed. In 
Illinois, under analogous, but yet quite different statutory provisions, 
foreign trust companies were held required to put up the guaranty fund. 
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If a foreign trust company should, by virtue of the new act, find it necessary 
to transact business outside of that specifically authorized, attention would 
have to be given to Chapter 248, Sections 64 to 69, in connection with the 
final section of the act of 1925 (Section 17), which repeals acts and parts of 
acts so far as they are inconsistent with the act of 1925. It would be a 
fair argument that this repealing clause would except foreign trust companies 
along with insurance companies under Section 64 of Chapter 248. 

‘Tt is not a matter as to which we can advise with certainty, but we should 
not hesitate to advise a foreign trust company to act along the lines we have 
suggested until the law is construed.” 

South Carolina.—A foreign trust company may act as executor of or 
trustee under the will of a South Carolina decedent. To qualify the trust 
company must: 

1. Give the bond in the Probate Ccurt that is required by an administrator 
CAT 

2. File with Probate Judge consent in writing that service may be made 
upon the non-resident executor of summons covering the administration of 
the estate in South Carolina by service of summons on a resident of the 
county (of probate) appointed by the non-resident executor; and that if 
the person appointed dies, and no successor has been appointed, then on the 
Probate Judge of the county. 

A foreign trust company cannot be appointed administrator or guardian 
by a court of South Carolina. 

Ref. Letters of McGuire, Riely, Bryan & Eggleston of Richmond, Va., 
dated November 19, 1919, to First National Bank of Richmond, Va. 

It is probable that a foreign trust company may act as executor of or 
trustee under the will of a decedent of this state, provided said corporation 
actually domiciles in that state. This is the inference to be drawn from a 
study of Section 1 of Act No. 37, Session Laws of 1913, but the question has 
not been submitted to a South Carolina lawyer. 

Ref. Letter of White & Case, March 15, 1915, enclosing their opinion of 
April 13, 1908. 

It is not necessary for a foreign trust company to domesticate in South 
Carolina in order to act as trustee under a mortgage of a corporation domi- 
ciled in that state. 

Ref. Letter of Huger & Wilbur, Charleston, S. C., February 13, 1913. 

South Dakota.—A foreign trust company may not act as executor and 
testamentary trustee. Opinion rendered by the attorney for the Depart- 
ment of Banking and Finance, Mitchell, 8S. D., under date of December 18, 
1916. 

First: It is my opinion that under the laws of our state a foreign trust 
company cannot act as trustee of any property located in our state. 

Second: I do not think a foreign trust company can act as executor, 
administrator, guardian or conservator of an estate located in South 

Dakota. 

. It is therefore my opinion that a foreign trust company cannot exercise 
any of its corporate powers in the State of South Dakota either by acting 
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as trustee or by acting as executor or administrator. The only way that 

you can secure such right is to incorporate and comply with the provisions 

of Section 9032 to 9065 inclusive of Revised Code of 1919, State of South 

Dakota. 

Above statement as to status of foreign trust companies in South Dakota 
is approved as per advice from Attorney General Buel F. Jones of South Dakota 
under date of January 3, 1925. 

Tennessee.—A foreign trust company may act as executor and testa- 
mentary trustee. 

Attorney General Frank M. Thompson of Tennessee advises under date of 
January 2, 1925: 

““A non-resident may qualify as either an administrator or executor in 
this state, and this is true of a non-resident corporation provided the charter 
of the corporation authorizes it to accept trusts of this character.” 

Following memorandum is also approved as correct by Attorney General of 
Tennessee: 

“Tt appears that a New York or foreign trust company may qualify and 
act as executor of and trustee under the will of a resident of this state. 
Statement is based on law passed on April 1, 1903, providing that a non- 
resident who has duly qualified to act as executor of the estate of a Tennessee 
decedent may sue and be sued as if he were a citizen of the state of 
Tennessee.” 

Ref. White & Case, November 1, 1917. 

Texas.—Foreign trust company may act as executor and testamentary 
trustee. There is nothing in the law differentiating a foreign trust 
company from any other foreign corporation insofar as the exercise of 
fiduciary function is concerned. Any foreign corporation can do business 
in Texas without a permit without suffering any penalty for doing so. 
If, however, a foreign corporation or trust company does not secure a 
permit from the Secretary of State it cannot maintain any suit in any of 
the state courts of this state, and it is doubtful whether it can defend any 
suit against it. 

Above advice is based upon information from independent counsel under 
date of June 5, 1925. 

Utah.— While the statute does not directly authorize a foreign trust com- 
pany to act as executor and trustee, under the will of a Utah decedent, yet 
there is no prohibition against such a grant of letters to a foreign corporation. 
A foreign corporation could, in all probability, qualify as executor and testa- 
mentary trustee in this state. 

Ref. White & Case, October 14, 1919. 

Above statement approved by Attorney General Harvey H. Cluff of Utah as per 
advice dated March 4, 1925. 

Vermont.—A foreign trust company may act as executor of or trustee 
under the last will and testament of any deceased resident of this state, at 
least sixty-five per cent of whose estate, at the time of his decease, is located 
or invested without this state, provided trust companies in this state may 
so act in the state where such foreign trust company has its domicile. 
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To qualify, a foreign trust company must secure a certificate of authority 
from the Commissioner of Foreign Corporations of Vermont. Such a certif- 
icate shall not be issued until the foreign trust company has filed with them 
(one) certified copy of charter or articles of association and all amendments 
(two), the appointment of the Secretary of State as its attorney upon whom 
process may be served. 

In addition a foreign trust company must also file a stipulation with the 
Commissioner of Taxes, agreeing that any funds, securities or property 
held by the foreign trust company by virtue of any appointment as 
executor or trustee, shall be taxed in a similar manner as domestic trust 
companies. 

Ref. Amendment to Section 7 of No. 59 of the Acts of 1915. Approved 
March 30, 1917. 

A New York trust company may act as corporate trustee of real and 
personal property in Vermont. 

Ref. White & Case, March 9, 1915. 

Above memorandum approved by Attorney General Frank C. Archibald 
of Vermont as per advice under date of January 5, 1925. 

Virginia.—A foreign trust company may act as executor and testamentary 
trustee under the will of a Virginia decedent, provided it qualifies to do 
business in that state. 

The requirements for qualifying to do business in Virginia are covered by 
Sections 3847, 3848 and 4148 of the Code of Virginia of 1919, and there are 
several substantial registration and filing fees. 

Ref. White & Case, March 3, 1919. 

Above memorandum approved by Attorney General John R. Saunders of 
Virginia under date of January 2, 1925. 

Washington.—A foreign trust company may act as executor and testa- 
mentary trustee under the will of a resident of Washington providing that 
such corporation files a certified copy of a resolution of its governing board 
to the effect that “it will not engage in banking or trust business in this 
state”? and complying with general corporation laws of the state relating to 
foreign corporations doing business therein. 

Under date of January 10, 1925, Attorney General John H. Dunbar of 
Washington quotes from the statutes of Washington as follows: 

Section 3247, Rem. Comp. Stat., reads as follows: 

‘“‘A foreign corporation, whose name contains the words ‘bank,’ ‘banker,’ 
‘banking,’ or ‘trust,’ or whose articles of incorporation empower it to do a 
banking or trust business and which desires to engage in the business of 
loaning money on mortgage securities or in buying and selling exchange, 
coin, bullion or securities in this state may do so, but only upon filing with 
the bank commissioner and with the secretary of state a certified copy of a 
resolution of its governing board to the effect that it will not engage in bank- 
ing or trust business in this state, which copy shall be duly attested by its 
president and secretary. Such corporation shall also comply with the 
general corporation laws of this state relating to foreign corporations 
doing business herein.” 
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West Virginia—A foreign trust company may act as executor and 
trustee under the will of a decedent of the State of West Virginia upon 
compliance with the Title & Trust Company Law and Banking Laws of 
that state. 

To qualify, a certificate of authority from the Commissioner of Banking 
of that state must be first procured, and in order to secure this certificate the 
qualifying company must: 

(1) Furnish the commissioner with an itemized statement of its financial 
condition and any other information touching on its affairs as the commis- 
sioner may require: 

(2) File with the commissioner a certified copy of the laws of the state 
under which it is incorporated and of its constitution and by-laws and all 
amendments thereto; 

(3) Appoint an attorney in each county in which it transacts business, 
who shall be a resident of such county; 

(4) File with the commissioner an instrument authorizing such attorney 
to accept service of process, etc. 

The above statement and certificates must be renewed each year and 
for each certificate issued the commissioner must collect the sum of $25. 

(5) It will also probably be necessary to file with the Secretary of State, 
annually, an authenticated certificate, showing the capital of the company 
to be at least $100,000, paid up and unimpaired. 

Upon the appointment of a trust company as executor or trustee, the 
capital of the company shall be taken and considered as the sole security 
required by law for the faithful performance of the duties and shall be abso- 
lutely liable in the case of any default whatever. 

Ref. White & Case, February 25, 1918, quoting from Letters of Attorney 
General of West Virginia, dated February 20, 1918. 

H. B. Lewis, vice-president of the Kanawha Banking & Trust Company of 
Charleston, W. Va., advises under date of June 3, 1925: 

“The information contained in memorandum above regarding status of 
‘foreign trust companies to act in a fiduciary capacity in this state, is 
correct. It seems the law has not been changed since 1918.’” 

Wisconsin.—A foreign trust company may act as executor and testamen- 
tary trustee provided the laws of the domicile state of such foreign trust 
company grant reciprocal privileges to Wisconsin trust companies. Such 
foreign trust company shall file with the Banking Commissioner an instru- 
ment appointing him, as such, its attorney to receive process relating to 
the estate, or estates for which it acts and shall also file a copy of its charter, 
articles of organization and all amendments certified to by the Secretary of 
State of the state in which such foreign corporation is organized, together 
with the post office address of its principal office. No such foreign corpora- 
tion may directly or indirectly maintain a branch office or agency in the state 
or directly or indirectly solicit trust business therein. (Sec. 223.12 
Wis. Stats.) 

It is requisite that a deposit with the State Treasurer of $100,000 in cash, 
bonds, or mortgages, approved by the Banking Commissioner to be held 
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as security for faithful execution of any trust estate, be made. (Sec. 223.02 
Wis. Stats.) 
Ref. White & Case, December 27, 1920. 

Chapter 424 of the Laws of 1921, permits a foreign trust company to act 
as executor under a foreign will as to real estate within the State of Wisconsin 
without qualifying further. (Sec. 223.12 (2) Wis. Stats.) 

Ref. White & Case, July 18, 1923. 

Assistant Attorney General Franklin E. Bump of Wisconsin advises under 
date of January 3, 1925: 

“T have checked over the Wisconsin laws and the above memorandum 
and find the latter to be substantially correct.” 

Wyoming.—A foreign trust company may act as executor and testa- 
mentary trustee after qualifying to do business herein. 

Ref. Letter of White & Case, dated October 8, 1920. 

Above statement is approved by Attorney General David J. Howell of 
Wyoming as per advice under date of January 2, 1925. 

Dominion of Canada. 

Province of Quebec.—A foreign trust company may act as executor or 
testamentary trustee upon compliance with provincial law respecting trust 
companies and conditional upon being registered in the office of the provin- 
cial treasurer. 

Letter from office of Attorney General of Province of Quebec dated Janu- 
ary 10, 1925, advises: 

“T beg to state that our law respecting trust companies—the Act 3, 
George V, Chapter 44, sanctioned on the 21st of December, 1912, and enact- 
ing articles 7092 to 7096mm. of the Revised Statutes, 1909—authorizes 
foreign trust companies, as defined in paragraph 5 of Article 7092, to carry 
on business in the Province of Quebec conditional upon being registered in 
the office of the provincial treasurer. 

In order to be entitled to such registration, the company must deposit 
in the Treasury Department: 

10. A power of attorney appointing a chief agent for the province for 
the purpose of receiving service of all actions and proceedings taken against 
it, and declaring where its head office in the province will be established: 

20. A copy of its letters-patent or articles of association or other incorpo- 
rating instrument certified by the officer who has charge of the original. 

If the company thereafter changes its chief agent or the place of its head 
office, or if the name of the company is changed, it must give notice thereof 
to the provincial treasurer, and in the Quebec Official Gazette. 

The registration is only granted upon the terms and conditions fixed by 
the lieutenant-governor in council. 

The chief agent of the company in the Province of Quebec is liable to 
coercive imprisonment in every case where the company exercises functions 
which may give rise to coercive imprisonment under the laws of this 
province.” 

Province of Ontario.—A foreign or any trust company to carry on business 
or exercise any of the powers of a trust company within the Province of 
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Ontario must first become registered under the Loan and Trusts Corpora- 
tions Act and pay the necessary registration fee. Such fees are based upon 
the value of the assets of the companies and range from $35 to $300 annually. 
Section 122, Sub-section 2 of the act is as follows: 
“A corporation incorporated under the laws of any other country may, 
upon due application, with the approval of the minister, be admitted to 
registry on such terms and conditions as he may deem expedient.”’ 
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ledger, 107, 109, 151, 152 
paying agent, 276 
statement, 107, 110 
Coupons, 86 
audit, 181 
canceled, 278 
cutting, 185 
fees for payment, 385 
Court of Ordinary, 195 
Court trusts, 13, 203 
fees, 327, 332, 373 
Courts directing administration of 
estates, 195 
state, relation of National banks 
to, 31 
Coverly, J. H., reference, 317 
Creator of trust, 218 
Credit ticket, 81 
Cremation certificate, 274 
fees, 320, 383 
Cuba, trust companies in, 10 
Cumulative life insurance trust, 
230 
Curator, 14, 207 
Custodianship, (see Care of securi- 
ties.) 
Custody of securities, 33 
Customers, relations with, 42 
Customers’ Securities Division, 
fees, 380 
records, 75 
Cy pres doctrine, 285 


D 


Daily balance form, 172, 173 
Danger of oversight, 52 
Daniell, Edgar E., quoted, 189 
Dayton Foundation, 365 
“Dead hand’, 287 
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Death, proof of, 195 
Deed of trust, contents, 266 
default under, 273 
Default under trust deed, 273 
Defeasance clause, 269 
Delaware, executor’s fees, 335 
foreign fiduciaries, 392 
Foundation, 369 
Delivery, good, 252, 253 
of bonds by trustee, 272 
Deposit of securities, 103 
slip, vault, 81, 94 
with state, 33, 36 
Depositary, duties, etc., 280, 284 
fees, 378 
Depositions, forms of, 352 
Deposits, trust department not to 
receive, 33 
Detroit Community Trust, 293, 365 
Disbursements, audit of, 182 
Discounts on securities, accumula- 
tion of, 183 
Discovery proceeding, 195 
Discretionary powers in investments, 
299 
Distribution of estate, 198 
audit, 183 
District of Columbia, 
fees, 334 
foreign fiduciaries, 392 
Diversification of investments, 304, 
311 
Dividend check, 106, 153, 155 
disbursing agent, fees, 323, 385 
memorandum, 157 
order, 123 
record, 103, 106 
Dividends, 86, 185 
audit of, 181 
payment of, 279 
Divisions of trust department, 42, 
44, 160 
Docket, trust, 167 
Documents executed, 87, 100 
required, bond trust, 264 
Donor of trust, 218 
Duty of trustee to invest, 298 


executor’s 
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E 


Economy of employing corporate 
fiduciary, 22 
Education of employees, 39 
Educational institutions, services for, 
16, 240 
Edwards, George D., reference, 317 
Efficiency of corporate fiduciary, 19 
planning for, 42 
Employees, education of, 39 
responsibility of, 37 
England, corporate trustee in, 10 
experience in charities, 285 
Envelopes, outlook, 106 
Equipment of corporate fiduciary, 21 
Escrows, 283 
fees, 328, 378 
new, instructions, 92 
record, 69, 72, 152 
termination, instructions, 117, 120 
Estate, audit of, 180 
inventory, 121, 122, 135, 168 
of incompetent, 207 
record, 69, 71, 111-115, 120 
tax, 198 
Examinations of securities, 180 
of national banks, 33 
of trust companies, 36 
of,trust department, 94 
Exchange records, 60, 61, 62, 123, 
124 
teller, 186 
Executor, 14, 194, 211 
accounting of, 196 
and administrator, chapter on, 194 
fees, 332 
power to act as, 35 
transfer of stock by, 254 
Executrix, 194 


F 


Familiarity with investments, 21 
Farmers Fire Insurance and Loan 
Company, 2, 125 
Loan and Trust Company, 3 


423 


Federal Reserve Act, 5, 6, 165 
Board, 192 
par. K of See. 11, 31 
Fees and charges, chapter on, 315 
schedule of Corporate Fiduciaries 
Association, New York, 380 
of Trust Company Division, 
American Bankers Associa- 
tion, 319 
of Trust Company Section, 
California Bankers Associa- 
tion, 370 
schedules, agencies and attorneys 
in fact, 327, 377 
bondholders’ committee, 330 
care of securities, 380 (see also 
328, 378.) 
certification of bonds, 319, 374, 
381 
corporate trusts, 381 
coupons or registered interest, 
319, 385 
court trusts, 327, 373 
cremation of bonds and. cou- 
pons, 320, 383 


customers’ securities depart- 
ment, 380 

depositary of securities, 328, 
378 

dividend disbursing agent, 323, 
385 


escrow deposits, 328, 378 

executor, administrator, 332 

holding cash, securities, real and 
personal property, 326, 373 

holding title to collateral, 321 
375, 382 

holding title to real estate, 320, 
323, 324, 325, 370, 371, 372 

life insurance trusts, 329, 378 

liquidation, reorganization, 329, 
378 

living trust, 326, 373 (see also 
323, 324, 325, 327, 328, 370, 
371, 377.) 

management of real estate, 324, 
370 
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Fees and charges, schedules, mis- 
cellaneous, 328, 378, 382 
municipal bonds, 330 
registrar of stock, 322, 376, 384 
registration of bonds ,323, 376, 
385 
safekeeping accounts, 380 
secretary or treasurer, 329 
stockholders lists, 384 
transfer agent, 322, 377, 384, 385 
trustee bond issue, 319, 374, 
381 
trustee under lease, 329, 378 
voting trustee, 330 
standardization of, determining 
factors, 317 
tickler for, 86 
Fiduciary, 13 
accounting, 125 
foreign, 387, 388, 390 
investments, 297 
procedure to qualify as, 29 
superiority of corporate, 18 
Filing system, 87, 172, 176 
Final accounting of estate, 198 
Financial secretary, 238 
Fiscal agent, audit of, 191 
duties, etc., 276 
Flexibility of life insurance trust, 
228 
Florida, executor’s fees, 334 
foreign fiduciaries, 392 
Follow investments, 305 
-up index, 87, 88 
Foreign administration, 199, 200 
report on, 386 
Foreign countries, corporate trustee 
in, 10 
fiduciaries, states which admit, 
387 
states which prohibit, 388 
Forms and Records of a large trust 
department, 56 
medium-sized trust department, 
125 
small trust department, 159 
Fort Wayne Foundation, 365 


Foundation, community, (see Com- 
munity trust.) 

Franklin, Benjamin, 288 

Functions of trust department, 
chapter on, 12 

Funded life insurance trust, 230 

Funds awaiting investment, 33 

Future of the corporate trustee, 8 


G 


General service division, 44 
records, 81, 112 
Georgia, executor’s fees, 333 
foreign fiduciaries, 393 
Girard Trust Company, 3 
Gladstone, Wm. E., 287 
Goff, Frederick H., 287, 289 
“Good delivery,” 252, 253 
Grand Rapids Foundation, 366 
Granting clause, deed of trust, 266 
Growth of the Corporate Trustee 
Idea, chapter on, 1 
Guarantee of signature, 252 
Guardian, 14 
of estates of minors, 205 
of persons of minors, 207 
power to act as, 35 
Guardian Trust Company, 337 


H 


Harrington, Fred. W., quoted, 245 
Harris, Virgil M., reference, 1 
Harrisburg Foundation, 366 
Hawaii, executor’s fees, 334 
Hawaiian Foundation, 366 
High Point Foundation, 366 
History of trusts, 57, 58, 88, 131- 
134, 148, 149, 153, 155, 167 
Holding cash, securities, property, 
fees, 326, 373 
title to collateral, fees, 321, 375, 
382 ; 
title to real estate, fees, 320, 323, 
324, 325, 370, 371, 372 
Holographie will, 210 
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House, J. A., reference, 317 

Householder, David A., article by, 
165 

Houston Foundation, 366 


I 


Idaho, executor’s fees, 332 
foreign fiduciaries, 393 
Identity of transferor, 252 
Illinois, executor’s fees, 334 
foreign fiduciaries, 394 
Impartiality of corporate fiduciary, 
24 
Incineration certificate, 274 
Income account, 160, 163 
and corpus, 51 
on investments, 304 
tax, 107, 138, 198 
record, 138, 143, 144 
returns, 239 
verification of, 181, 185 
Incompetents, estates of, 207 
Index, follow-up, 87, 88 
master, of securities, 186 
of accounts, 127, 148 
of depositors under reorganiza- 
tions, 103, 105 
of forms, 418 
of securities, 76, 78, 79, 128, 164 
system, 176 
vault, 66 
Indiana, executor’s fees, 335 
foreign fiduciaries, 394 
Indianapolis Foundation, 366 
Individual division of trust depart- 
ment, 45 
fiduciary contrasted with corpor- 
ate fiduciary, 18 
trust, 13 
audit of, 180 
Inheritance tax, 196, 198, 255 
Initials, use improper, 250 
Instruction sheet, new business, 92, 
93 
termination of trust, 
120 


116, 117, 
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Insurance companies and fiduciaries, 
229 
policies, 195 
record, 66, 67 
trust (see Life insurance trust.) 
Interest on registered bonds, 278 
fees for payment, 385 
Internal organization, 40 
Inventory of estate, forms, 121, 122, 
135, 168 
preparation of, 196 
Invest, duty to, 298 
Investment, funds awaiting, 33 
principles, 303 
records, 69, 73-76, 129, 138-141 
Investments, chapter on, 297 
classification of, 306 
detail of work described, 306 
familiarity with, 21 
general rules, 298 
regulations for National banks, 33 
special problems, 299 
statutes regarding, 301, 302 
Iowa, executor’s fees, 332 
foreign fiduciaries, 394 


J 


Japan, trust company in, 10 

Johnson, William H. A., article by, 
44 

Joint control of securities, 
184 sqq. 

Journal, and ledger combined, 160 
trust, 80, 81, 160, 161, 172, 173 
Jurisdiction of court, investments 

within, 299 


180, 


K 


Kansas, executor’s fees, 335 
foreign fiduciaries, 394 

Kentucky, executor’s fees, 334 
foreign fiduciaries, 395 

Klinck, Jacob C., reference, 386 


L 


Labor-saving devices, 51 
Laneaster Community Trust, 366 
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Lang, Daniel W., reference, 215 
Laws of descent and distribution, 
210 
state (see State laws.) 
Ledger and journal combined, 160 
commission, 86 
coupon, 107, 109, 151, 152 
registration, 107, 108 
security, 77, 81, 119, 122 
stock, 103, 105, 156, 157, 247, 
249 
trust, 82, 136, 137, 160, 162, 163, 
169, 170 
Legal investments for trust funds, 
302 
Letters testamentary, 195 
Liability for investments, 299 
of corporation for transfers, 257 
of registrar, 260 
of transfer agent, 257 
Life insurance trusts, 225 
classes of, 229 
fees, 329 
form of agreement, 230, 340 
Life tenants defined, 218 
Limitations of insurance, 227 
Liquidating agent, 283 
fees, 329 
List of stockholders, 256 
fees, 384 
Littleton, W. G., reference, 186 
Living trusts, 14, 218 
agreement, 223 
forms of, 337 
fees, 326, 373, (see also 323, 324, 
325, 327, 328, 370, 371, 377.) 
parties to, 218 
Loans to officers, 33 
Lodges, agencies for, 240 
Loose-leaf records, 51, 57 
Los Angeles Community Founda- 
tion, 366 
Lost stock certificate, 255, 361 
Louisiana, executor’s fees, 333 
foreign fiduciaries, 395 
Louisville Foundation, 367 
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M 


Machine, bookkeeping by, 51, 52 
Maine, Charity Foundation, 368 
executor’s fees, 335 
foreign fiduciaries, 396 
Management of real estate, 237 
fees, 324, 325, 370, 371 
Management of trust departments, 9 
Marketability of investments, 304 
Married women, trusts for, 36 
Maryland, executor’s fees, 334 
foreign fiduciaries, 396 
Massachusetts, executor’s fees, 335 
foreign fiduciaries, 397 
‘Master index”’ of securities, 186 
Matters pending index, 87, 88 
Maturity of bond issue, 274 
McKinney, Frank C., reference, 300, 
302 
Memorandum ticket, 81, 120, 122, 
157 
Mergers, 284 
Michigan, executor’s fees, 332 
foreign fiduciaries, 398 
Milwaukee Foundation, 367 
Minneapolis Foundation, 367 
Minnesota, executor’s fees, 335 
foreign fiduciaries, 398 
Mississippi, executor’s fees, 334 
foreign fiduciaries, 398 
Missouri, executor’s fees, 333 
foreign fiduciaries, 399 
Mistakes in writing wills, 215 
Modern system trust department 
records, 159 i 
Montana, executor’s fees, 332 
foreign fiduciaries, 399 
Moral responsibility of trust depart- 


Hi 
ment, 10, 146, 264 $ 
Mortgage, corporate, contents, 266 
examination guide, 90, 91 \ 
legal investment, 302 . 
note, 263 ; 
satisfaction guide, 122, 123 s 


Mullanphy fund, 288 
Municipal bonds, fees, 330 
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N 


Names on stock certificate, 250 
National banks as fiduciaries, 5, 6, 
31 
as foreign fiduciaries, 388 
Natural divisions of trust depart- 
ment, 44 
Nebraska, executor’s fees, 333 
foreign fiduciaries, 400 
Nevada, executor’s fees, 333 
foreign fiduciaries, 400 
New business, care in accepting, 
146 
records, 89, 90, 91 
New Hampshire, executor’s fees, 335 
foreign fiduciaries, 400 
New Jersey, executor’s fees, 333 
foreign fiduciaries, 401 
New Mexico, executor’s fees, 333 
foreign fiduciaries, 402 
New Orleans Foundation, 367 
trust, investments of, 306 
York and New Haven Railroad 


Co., 258 

Chamber of Commerce, 212, 
214 

Community Trust, 291, 293, 
367 


executor’s fees, 333 
foreign fiduciaries, 402 
investment laws, 301 
Life Insurance and Trust Com- 
pany, 3 
procedure to organize trust com- 
pany, 34 
State Bar Association, 212, 214 
Stock Exchange, 244, 252, 253, 
258 
Rules for delivery, 345 
Stock Transfer Law, 358 
Zealand Public Trust Office, 10 
North Carolina, executor’s fees, 
334 
foreign fiduciaries, 403 
North Dakota, executor’s fees, 333 
foreign fiduciaries, 403 
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Northern Trust Company, Chicago, 
reference, 340 
Nuncupative will, 210 


O 


Oaths, taking, 33 
Officers, loans to, 33 
trust, 37 
Ohio, executor’s fees, 333 
foreign fiduciaries, 403 
Oklahoma City Community Trust, 
367 
executor’s fees, 333 
foreign fiduciaries, 404 
Old records, accumulation of, 101 
Omissions, avoiding, 41 
Ontario, foreign fiduciaries, 410 
Operating system, 179 
Oregon, executor’s fees, 333 
foreign fiduciaries, 404 
Organization, internal, 40 
of trust department, chapter on, 
37 
Orphans’ Court, 195 
Outlook envelopes, 106, 279 
Oversight, danger of, 52 
Ownership certificates, 278 


P 


Parsons, Frank J., quoted, 294, 
364 
Participations in mortgages, 300 
Partnerships, transfers for, 253 
Passive life insurance trusts, 229 
Payment of bonds, 278 
of claims, 197 
of dividends, 279 
Pennsylvania Company for Insur- 
ance on Lives and Granting 
Annuities, 3 
executor’s fees, 335 
foreign fiduciaries, 404 
Peoria Community Trust, 367 
Permanency of corporate fiduciary, 
19 
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Permanent Charity Fund of Boston, 
292, 293, 365 
Permanent Community Trust Fund, 
Tulsa, 369 
Permit to exercise trust powers, 
National banks, 32 
Perry on Trusts, reference 1, 300 
Personal trusts, 13 (see also Living 
trusts.) 
division, 42, 126 
records, 69, 120 
Personnel and organization, chapter 
on, 37 
suggestions for reading, 47 
Personnel department, 40 
Peterson, E. M., article by, 159 
Petty cash fund, 174 
Philadelphia Foundation, 368 
Pittsburg Community Foundation, 
368 
Plainfield Foundation, 368 
Portland Foundation, 368 
Porto Rico, trust companies in, 10 
Power of attorney, 236, 237 
to transfer stock, 251, 356 
Power of substitution, 251, 351 
Powers of National banks as fidu- 
ciaries, 5, 32 
of state institutions, 34, 35 
Preamble, deed of trust, 266 
Preferred stockholder, 243 
Principal account ledger sheet, 160, 
162 
Principles of trust investment, 303 
Probate court, 195, 207 
division of trust department, 44, 
45 
of will, 194 
Procedure to qualify as fiduciary, 
chapter on, 29 
Profit, fiduciary may not make, 298 
Proof of death, 195 
Property owned sheet, 118, 120 
record, 76 
Protection of trustee under bond 
trust, 269 
Protective committee, 273, 280 
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Quebec, foreign fiduciaries, 410 


R 


Real estate division, 44, 47 
records of, 138, 142 
Real estate, holding title to, fees, 
320, 323, 324, 325, 370, 371, 372 
management of, 237 
fees, 324, 370 
Receipt for securities, temporary, 
102, 103 
Reconcilement, coupon, 107, 110 
sheet, 81, 83 
Record, audit, 154, 156 
bond trust, 57, 59, 150, 151 
commission, 86 
documents executed, 87, 100, 101 
escrow, 69, 72 
estate, 69, 71, 111-115, 120 
exchange, 123, 124 
income tax, 138, 143, 144 
insurance, 66, 67 
investment, 69, 74, 75 
new business, 89, 90, 91 
of the trust companies, 18 
property, 76 
registration, 107, 108, 157, 259 
reorganization, 103, 104 
securities, 63, 65, 69 
transfer, 105, 106, 155, 156, 248 
trust, 57, 69, 70, 167 
trust deed requirements, 67, 68 
Records, accuracy of corporate fidu- 
ciary, 24 
and forms, chapters on, 56, 125, 
159 
general, 81 
loose-leaf, 51 
old, accumulation of, 101 
separate, required, 33 
Redemption sheet, 60, 63 
Register, bill, 85, 86 
bills receivable, 138, 141 
bond and mortgage, 138, 140 
check, 128, 129, 152 
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Register, collection, 82, 84 
exchange, 60, 62 
securities, 163, 164 
stock and bond, 139 
trust, 126, 127, 147, 167 
Registered bonds, interest on, 278 
Registrar, audit of, 191 
certificate of, form, 259 
duties, ete., 258 
fees, 322, 376, 384 
records, 107, 108, 157 
Registration division, 107 
fees, 323, 376 
of bonds, 151, 152, 273 
Regulations, National banks as 
fiduciaries, 32 
under state laws, 36 
Relations with customers, 42 
with insurance companies, 229 
Remaindermen defined, 219 
Rental account, 138, 142 
Rents, audit of, 181 
Reorganization division, 44, 101 
records, 101-104, 123 
Reorganizations, 280 
fees, 329 
Report of deposit of securities, 103 
on Fees, Corporate Fiduciaries 
Assn., 380 
Reports to state officials, 36 
Research sheet, 68, 69 
Responsibility of corporate fiduci- 
ary, 10, 25, 146 
as bond trustee, 264 
as registrar, 260 
as transfer agent, 257 
for investments, 297, 299 
Retaining present investments, 300 
Rhode Island, executor’s fees, 335 
foreign fiduciaries, 404 
Foundation, 293, 368 
Richmond Foundation, 368 
Right to transfer, 253 
Rochester Foundation, 368 
Rules for delivery, New York Stock 
Exchange, 345 
for making wills, 214 
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Safeguarding of securities, 183 
systems in use described, 184, 186, 
189 
Safekeeping of securities (see Care 
of securities. ) 
Safety of corporate fiduciary, 25 
prime consideration in_ invest- 
ments, 299 
St. Louis Community Trust, 368 
Sale of assets, 197 
Salisbury Foundation, 368 
Scarsdale Foundation, 368 
Schedule of fees, (see Fees.) 
Scientific care of trust investments, 
306 
Seattle Community Trust, 368 
Secretary, fees, 329 
financial, 238, 280 
Securities, access to, 52 
Analysis Department, 306, 307, 
312 
audit of, 180, 182 
canceled, accumulation of, 101 
care or custody of, 33, 238, 305 
certificate of deposit of, 103 
classification of, 306 
index of, 78, 79, 128, 164 
investment in, 297 
joint control of, 180, 184 
receipt and delivery of, 94, 184 
record or register, 63, 65, 69, 163, 
164 
report of deposit of, 103 
safeguarding of, 183 
segregation of, 33 
supervision of, 239 
suspense record, 185 
temporary receipt for, 102, 103 
verification of, 94, 99 
Security ledger, 77, 81, 119, 122 
Segregation of assets, 32, 33, 36 
Separate records, 33 
Settlor, 218 
Shepard, Jesse 8., 301 
Sheppard, R. L., 317 
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Signature, guarantee of, 252 
Simple trust accounting plan, 165 
Sims, R. M., 300 
Sinking fund, 272 
Sioux City Common Fund, 369 
Skill required in writing wills, 212 
Small sums, investment of, 300 
Societies, services for, 16, 240 
South Africa, early trust company 
in, 10 
South Carolina, executor’s fees, 334 
foreign fiduciaries, 406 
South Dakota, executor’s fees, 333 
foreign fiduciaries, 406 
Spendthrift clause, 225 
Spokane Foundation, 369 
Stalker, John N., quoted, 186 
Standardization of fees and charges, 
316 
State and county bonds, 302 
banks as fiduciaries, 7 
laws, 31, 33, 35 
Statements, audit of, 183 
use of camera for, 52 
Statistical department, 181, 185, 305 
Statutes regarding investments, 301 
Statutory fees, 332 
Stock and bond register, 138, 139 
certiffcate, form of assignment of, 
251, 351, 356 
wording of, 248 
ledger, 103, 105, 156, 157, 247, 249 
subscriptions, agencies for receipt 
of, 284 | 
transfer division, 44, 103 
transfer guide and service, 253, 
258 
transfer law, uniform, 258, 358 
transfers, (see Transfer, and Chap. 
XVI, p. 243.) 
Stockholders, 243 
list of, 247, 256 
fees, 384 
Stocks control account, 129, 130 
Stolen stock certificate, 255 
Stop payment on coupons, 278 
transfer, 156, 255 
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Stubs, stock certificate, 248 

Subscriptions to stock, 249, 284 

Substitution, power of, form, 251, 
351 

Succession tax, 255 

Suggestions for reading, (see at end 
of each chapter.) 

Summary sheet, bond mortgages, 60, 
61 

Superiority of corporate fiduciary, 
chapter on, 18 

Supervision of securities, 239, 312 

Supreme Court of Massachusetts, 
decision, 257 

of The United States, decision, 5 
Surrogates’ Court, 195 
Synopsis of will, 134 


at 
Taft, Carleton E., quoted, 190 


Taxes, 197 
and investments, 304 


(see Estate, Income, Transfer, 
etc.) 

Temporary receipt for securities, 
102, 103 


Tennessee, executor’s fees, 334 

foreign fiduciaries, 407 
Termination of trusts, instructions, 

116, 117, 120 

Testament, 210 (see Will.) 
Testamentary trusts, 203 
Testimonium clause, 269 
Testing wills, 213 
Texas, executor’s fees, 334 

foreign fiduciaries, 407 
Tickler, 66 

commission, 86 

fees, 86 

securities, 164, 165 

system, 41, 68 

safeguards, 52 

trust duties, 177 
Transfer agent, audit of, 191 

chapter on, 243 

fees, 322, 377 


SUBJECT INDEX 


Transfer agent, department or divi- 
sion, 42, 44, 46, 155 
records, 103, 105, 106, 123, 155, 156 
stop, 156, 255 
Transferor, identity of, 252 
Treasurer, fees, 329 
services for, 280 
Trial balance, 179 
Trust, acceptance of, 146, 247, 263 
accounting, chapter on, 50 
agreement division, 160 
life insurance trust, 230, 340 
living trust, 223, 337 
audit of, 180, 191 
committee, 39, 312 
companies, 2, 4, 7, 18 
magazine, 289, 294, 412 
of ‘‘ The United States,” quoted, 
+ 
procedure to organize, 34 
Company Division, American 
Bankers Assn., 269, 316, 317 
Section, California Bankers 
Assn., 317, 370 
deed, contents, 266 
default under, 273 
defined, 12 
department, 9, 33 
advantages and disadvantages 
of, 29-31 
divisions of, 42, 44, 56, 160 
functions, chapter on, 12 
deposits account in bank, 166 
Investment Unit, 307 
investments (see Investments.) 
officer, 37, 47 
powers, 31, 34 
records (see Record, Records, 
Register, Index of forms.) 
Trustee, audit of corporate, 191 
definition, 12 
duty to invest, 298 
transfer of stock by, 255 
under bond issues, chapter on, 263 
under private agreement, chapter 
on, 218 
under will, 14, 203 
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Trustee’s certificate on bond, form, 
271 

Trustor, 218 

Trusts, classification of, 13 
community, 285, 364 
corporate, 15 
court, 203 
duration of, 204 
testamentary, 203 
under private agreement, 14 
voting, 281 


U 


Unfunded life 
229 
Uniform stock transfer law, 258, 

358 
Uninvested trust funds, 75 
Union Trust Company 
Supreme Court, 6 
United States Mortgage and Trust 
Company, quoted, 4 
bonds, legal investment, 302 
Utah, executor’s fees, 333 
foreign fiduciaries, 407 


insurance trusts, 


case, 


V 


Vaughan, E. I., quoted, 192 
Vault control, 94 
divisions of, 165 
handling securities in and out, 184 
sqq. 
index, 66 
receipts, 184 
slips, 79, 81, 94-98, 184 sqq. 
Verification department, 101 
of income, 181, 185 
of securities, 94, 99 
Vermont, executor’s fees, 335 
foreign fiduciaries, 407 
Virginia, executor’s fees, 335 
foreign fiduciaries, 408 
Vollertsen, Edward P., chapter by, 
125 
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Voluntary trusts, (see Living trusts.) 
Voting trusts, 281 

fees, 330 
Voucher, 69, 73, 87 

check, 171 


Wi; 


Walker, W. E., article by, 159 

Washington, executor’s fees, 335 
foreign fiduciaries, 408 
Foundation, 369 

Wells, John H., quoted, 289 

West Virginia, executor’s fees, 335 
foreign fiduciaries, 409 

Will, probate of, 194 
synopsis of, 134_ 
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Williamsport Foundation or Com- 
munity Trust, 369 
Wills, chapter on, 209 
Winston-Salem Foundation, 369 
Wisconsin, executor’s fees, 335 
foreign fiduciaries, 409 
Worcester County Charitable Foun- 
dation, 369 
Wyoming, executor’s fees, 333 
foreign fiduciaries, 410 


Y 


Young, Arthur F., quoted, 306 
Youngstown Foundation, 369 


Z 
Zanesville Foundation, 369 





INDEX OF FORMS 


A 
Audit record, 94, p. 154 
B 


Bill register, 29 (2 cuts), p. 85 
Bills receivable register, 81, p. 141 
Blotter, certification, 8, 8A, p. 65 
corporate, 7 (2 cuts), p. 64 
security, 21, p. 77 
Bond and mortgage record, 19 (2 
cuts), p. 76; 80, p. 140 
control account, 72, p. 130 
registration record, 89, p. 151 
trust record, 88 (2 cuts), p. 150 
Bonds issued, record of, 2 (2 cuts), 
p. 59 


Cc 


Cash journal, 110 (2 cuts), p. 173 

Certification blotter, 8, 8A, p. 65 

Check, dividend, 50, p. 106; 92, p. 153 
register, 70, p. 128; 91, p. 152 
trust department, 41, p. 100 
voucher, 109, p. 171 

Collection register, 28 (2 cuts), p. 84 

Commission ledger, 30, p. 86 

Control account, 71, 72, p. 130; 95, 

p. 154 

Corporate blotter, 7 (2 cuts), p. 64 

Coupon ledger, 54, p. 109; 90, p. 151 
statement, 55, 56, p. 110 

Credit ticket, 24, p. 81 


D 


Deposit of securities, report of, 44, 
p. 103 


Dividend check, 50, p. 106; 92, p. 
153 
memorandum, 99, p. 157 
order, 65, p. 123 
record, 49, p. 106 
Documents executed, record of, 42, 
42A, p. 100 


BE 


Escrows instruction sheet, new, 35A, 
p. 92 
termination, 58B, p. 117 
Escrows record, 16, p. 72 
Estate inventory, 62, p. 121; 77, p. 
135; 107, p. 168 
record, 15, p. 71; 57 (5 cuts), pp. 
111-115 
Exchange record sheet, 4, p. 61; 
4A, p. 62; 66 (2 cuts), p. 124 
register, 4B, p. 62 


Fr 
Follow-up index, 32, p. 88 
H 
History of trust, 1, p. 58; 73, p. 131; 
74, p. 1382; 75, p. 133; 87, p. 
149; 93, p. 153 
I 


Income account ledger, 103, p. 163 
tax record, 84 (2 cuts), pp. 143, 


144 
Index of accounts, 68, p. 127; 86, 
p. 148 
depositors under reorganizations, 
46, p. 105 
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Index follow-up, 32, p. 88 
securities, 22A, 22B, p. 78; 22C, 
p. 79; 69, p. 128; 105, p. 164 
vault, 10, p. 66 
Instruction sheet, new business, 34 
(2 cuts), pp. 90, 91; 35B, p. 
93 
new escrows, 35A, p. 92 
termination, 58A, p. 116; 58B, p. 
117 
Insurance record, 9, p. 67 
Inventory of estate or trust, 62, p. 
121; 77, p. 185; 107, p. 168 
Investment record, 18 (3 cuts), pp. 
74, 75; 19 (2 cuts), p. 76 


J 


Journal, 23, p. 80; 101 (2 cuts), p. 
161; 110 (2 cuts), p. 173 


L 


Ledger, commission, 30, p. 86 
coupon, 54, p. 109; 90, p. 151 
income account, 103, p. 163 
principal account, 102, p. 162 
registration, 52, p. 108 
security, 20, p. 77; 60, p. 119 
stock, 48, p. 105; 98, p. 156 
trust, 26, p. 82; 78 (2 cuts), pp. 

136, 137; 108 (2 cuts), p. 170 


M 


Memorandum tickets, 25, p. 81; 61, 
p. 120; 97, p. 156; 99, p. 157 
Mortgage examination guide, 34 (2 

cuts), pp. 90, 91 
satisfaction guide, 63, p. 122 


N 


New business instruction sheet, 35A, 
p. 92; 35B, p. 93 
record, 33 (2 cuts), p. 89; 34 (2 
cuts), pp. 90, 91 


INDEX OF FORMS 


P 


Property owned sheet, 59 (2 cuts), 
p. 118 


R 


Real estate account, 83, p. 142 
Receipt, 43, 43A, p. 102 
Reconcilement sheet, 27, p. 83 
Record or register, audit, 94, p. 
154 
bill, 29 (2 cuts), p. 85 
bills receivable, 81, p. 141 
. bond and mortgage, 19 (2 cuts), 
p. 76; 80, p. 140 
bond registration, 89, p. 151 
bond trust, 88 (2 cuts), p. 150 
bonds issued, 2, p. 59 (2 cuts) 
check, 70, p. 128; 91, p. 152 
collection, 28 (2 cuts), p. 84 
dividend, 49, p. 106 
documents executed, 42, 42A, p. 
100, 
escrow, 16, p. 72 
estates, 15, p. 71; 57 (5 cuts), 
pp. 111-115 
exchange, 4B, p. 62; 66 (2 cuts), 
p. 124. 
income tax, 84 (2 cuts), pp. 143, 
144 
insurance, 9, p. 67 
investments, 18 (3 cuts), pp. 74, 
75; 19 (2 cuts,, p. 76; 
new business, 33 (2 cuts), p. 89; 
34 (2 cuts), pp. 90, 91‘) _ 
registration, 51 (2 cuts), p._107; 
53, p. 108; 100, p. 157,; 
reorganization, 45, p. 104 
securities, 6, p. 63; 104, p. 163 j 
stock and bond, 79, p. 139 
transfer, 47, p. 105; 96, p. 155 
trust deed requirements, 12, p. 67 } 
trusts, 14, p. 70; 67, p. 127; 85, 
p. 147; 106, 106A, p. 167 
Redemption sheet, 5, p. 63 


INDEX OF FORMS 


‘Registration ledger, 52, p. 108 

record, 51, p. 107; 53, p. 108; 100, 
p. 157 

Rental account, 82, p. 142 

Reorganization, index, 46, p. 105 
record, 45, p. 104 

Report of deposit of securities, 44, 

p. 103 
Research sheet, 13, p. 68 


8 


Securities exchange record, 66 (2 
cuts), p. 124 
index of, (see Index.) 
ledger, 20, p. 77; 60, p. 119 
record or register, 6, p. 63; 104, 
p. 163 
report of deposit of, 44, p. 103 
verification of, 40, p. 99 
Security blotter, 21, p. 77 
Statement, coupon, 55, 56, p. 110 
Stock and bond register, 79, p. 139 
ledger, 48, p. 105; 98, p. 156 
Stocks control account, 71, p. 130 
Stop transfer memorandum, 97, p. 
156 
Summary sheet, 3, p. 61 
Synopsis of will, 76, p. 134 
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Temporary receipt, 43, 43A, p. 102 
Termination of trust, instruction 
sheet, 58A, p. 116; 58B, p. 117 
Tickler, 11, p. 66 
Transfer record, 47, p. 105; 96, p. 155 
window ticket, 64, p. 123 
Trust deed requirements, record of, 
12, p. 67 
Trust department check, 41, p. 100 
department journal, 23, p. 80 
docket, 106, 106A, p. 167 
ledger, 26, p. 82; 78 (2 cuts), pp. 
136, 137; 108 (2 cuts), p. 170 
record, 14, p. 70 
register, 67, p. 127; 25, p. 147 


x 


Vault index, 10, p. 66 
slip, 36, 37, 38, 39, (2 cuts each), 
pp. 95-98 
Verification of securities, 40, p. 99 
Voucher, 17, (2 cuts), p. 73; 31, p. 87 
check, 109, p. 171 


W 


Will, synopsis of, 76, p. 134 
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